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WEDNESDAY,  FEBRUARY  6,  1935 

House  of  Representatives, 

Committee  on  Ways  and  Means, 

Washington,  D.  C. 

The  committee  met  at  10  a.  m.,  Hon.  Robert  Doughton  (chairman) 
presiding. 

The  Chairman.  The  committee  will  be  in  order. 

It  was  understood  yesterday,  and,  as  chairman  of  this  committee, 
I made  the  statement  on  the  floor  of  the  House,  that  we  would  en- 
deavor to  hear  Members  of  the  House  who  desire  to  be  heard  on  the 
bill  we  have  under  consideration,  yesterday  afternoon  and  today.  It 
was  too  late  yesterday  for  Members  to  avail  themselves  of  the  oppor- 
tunity to  appear  before  the  committee.  The  first  witness  listed  on 
the  calendar  this  morning  is  the  Honorable  Howard  W.  Smith. 

Is  Congressman  Smith  present? 

(Mr.  Smith  did  not  come  forward.) 

The  Chairman.  The  next  witness  on  our  list  is  the  Honorable 
Samuel  L.  Collins.  Is  Mr.  Collins  present? 

(Mr.  Collins  did  not  come  forward.) 

The  Chairman.  The  next  witness  is  the  Honorable  Wright  Patman, 
who  is  present,  and  whom  we  shall  be  glad  to  hear  at  this  time. 

STATEMENT  OF  HON.  WRIGHT  PATMAN,  A REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  TEXAS 

Mr.  Patman.  Mr.  Chairman  and  gentlemen.  In  1930,  February 
17,  5 years  ago,  10  Members  of  the  House,  Congressmen  Wingo, 
Sirovich,  Swing,  McKeown,  Woodruff,  Connery,  Fitzgerald,  Fish, 
and  Ramseyer,  sent  a questionnaire  to  each  Member  of  this  House 
asking  them  if  they  favored  organized  society  making  provision  for 
the  care  of  the  needy  aged.  Out  of  100  replies,  all  but  9 said  yes;  and 
most  of  these  replies  indicated  that  they  believed  it  was  a problem  for 
the  Federal  Government.  That  was  just  5 years  ago. 

Mr.  Lewis.  Five  years  ago? 

Mr.  Patman.  Yes,  sir.  Interest  since  that  time  has  been  increasing 
in  the  movement  and  getting  stronger  instead  of  weaker. 

I believe  that  there  are  two  classes  of  our  citizens  who  are  especially 
deserving;  one  class  that  builds  our  country  in  time  of  peace  and  the 
other  class  that  offers  to  give  their  lives  for  the  cause  of  their  country 
in  time  of  war.  If  someone  does  not  build  the  country  in  time  of 
peace,  there  is  no  country  to  save  in  time  of  war. 

I think  it  is  the  duty  of  the  Federal  Government  to  take  care,  to  a 
limited  extent  at  least,  of  the  needy  aged ; at  least  to  make  some  pro- 
visions for  their  care.  I think  it  is  a direct  responsibility  of  the  Fed- 
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era]  Government,  because  when  the  good  people  of  this  country  get 
out  and  work,  build  all  of  the  fine  roads  and  fine  buildings,  make  all 
of  the  improvements,  actually  build  our  country,  and  then  reach  old 
age,  when  they  have  nothing  on  earth  that  enables  them  to  take  care 
of  themselves,  after  they  have  made  such  a great  contribution  to  the 
country’s  welfare,  they  are  entitled  to  draw  to  some  extent  upon  its 
resources,  which  they  have  helped  to  create. 

The  States  will  not  carry  this  burden  at  this  time,  to  my  mind. 
The  bill  recently  passed  in  the  House  that  has  for  its  object  relieving 
the  Federal  Government  of  the  direct-relief  cases  is  going  to  throw  an 
additional  burden  on  the  various  States  and  communities.  I doubt 
that  the  States  and  the  cities  will  be  able  to  assume  that  burden. 
Certainly  they  will  not  be  able  to  assume  any  more  than  that  burden 
of  taking  care  of  those  direct-relief  cases.  We  know  they  will  not  be 
able  to  do  any  more  than  that.  With  that  knowledge,  to  pass  this 
bill  in  its  present  form  and  say  that  in  order  for  an  old  person  to  get 
anything  from  the  Federal  Government  the  States  have  got  to  make 
a 50-percent  contribution  in  effect  is  saying  to  the  old  people  of  this 
country,  in  my  opinion,  that  you  are  not  going  to  give  them  anything, 
because  you  have  already  put  this  other  burden  on  the  States,  which 
will  be  just  as  much  as  they  can  bear. 

I want  to  submit  very  respectfully  for  the  consideration  of  this 
committee  that  if  the  bill  remains  as  it  is,  or  substantially  as  it  is, 
requiring  this  contribution,  a provision  ought  to  be  inserted  that 
will  not  require  any  contribution  for  the  next  2 or  3 years  by  the 
States,  cities,  or  counties.  In  other  words,  if  you  are  not  going  to 
give  them  but  $15,  give  them  $15 — that  is,  the  needy  aged  I am 
talking  about  now  only — but  do  not  make  any  requirement  that  it 
will  have  to  be  matched  50-50  for  the  next  2 or  3 years  by  the  States, 
because  we  know  that  they  are  not  able  to  do  it  and  they  are  not 
going  to  do  it,  and  we  would  be  in  effect  saying  that  we  were  not 
going  to  give  them  anything. 

So  I ask  you  to  consider  putting  in  such  a provision.  I do  not 
think  there  would  be  much  chance  of  favoritism,  graft,  or  fraud  on 
the  Government,  where  these  expenditures  apply  only  to  the  needy 
aged.  There  is  just  a very  small  amount  of  administrative  work 
required  on  the  question  of  age.  The  Veterans’  Administration  has 
had  considerable  experience  on  that  subject,  and  I believe  the  officials 
there  will  tell  you  that  they  have  had  very  little  trouble  in  determining 
questions  of  age.  As  you  know,  the  fathers  and  mothers  of  deceased 
war  veterans  are  drawing  pensions.  If  there  is  one,  he  or  she  gets 
$20  a month,  and  if  there  are  two,  they  get  $30  a month,  or  $15 
apiece.  The  Administration  has  no  trouble  determining  the  question 
of  age. 

Therefore,  I think  the  Federal  Government  can  safely  make  pro- 
vision as  to  the  aged,  but  I am  suggesting  that  there  be  no  contribu- 
tion required  from  the  States  during  the  next  2 or  3 years. 

Of  course,  I am  in  favor  of  helping  the  widows  and  the  helpless 
children.  I think  those  are  excellent  provisions  in  this  bill.  I think 
thev  are  two  classes  that  are  often  overlooked,  not  only  by  the  Govern- 
ment but  by  the  States,  counties,  and  cities.  But  I realize  there 
that  if  you  require  administration  from  Washington,  and  Federal 
funds  were  being  used  exclusively  for  that  purpose,  there  would  be 
the  question  of  administration  entering  into  it  and  local  people  might 
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be  induced  to  try  to  get  their  part  of  the  money  and  not  administer 
the  law  as  well,  as  efficiently  as  we  would  like  to  have  it  administered. 

The  Chairman.  Would  you  mind  yielding  at  that  point? 

Mr.  Patman.  No,  sir;  I do  not  mind  yielding. 

The  Chairman.  If  I understand  your  position  with  respect  to  this 
bill,  it  is  that  at  least  for  the  next  2 or  3 years  there  should  be  no 
requirement  that  the  States  make  any  contributions  to  this  fund  in 
order  for  the  aged  to  get  the  benefits  of  these  provisions.  In  other 
words,  you  suggest  that  the  Federal  Government  take  the  full 
responsibility.  I should  like  your  opinion  on  whether,  if  such  a 
policy  were  initiated — of  the  Federal  Government  assuming  all  of 
the  responsibility,  with  the  States  contributing  nothing — later  on  you 
could  get  the  States  to  contribute;  or  would  not  the  tendency  be  for 
the  Federal  Government  to  increase  the  amount  that  it  shall  con- 
tribute, and  the  States  would  continue  to  be  left  out  of  it? 

Mr.  Patman.  I think  that  question  should  be  considered.  But  I 
noticed  Mr.  Morgenthau’s  statement,  and  he  said  that  the  tax 
would  start  at  1 percent;  then  there  would  be  an  increase  to  2 per- 
cent; then  3 percent;  4 percent;  and  5 percent.  We  could  use  the 
same  logic  that  the  gentleman  is  using,  and  say  that  if  we  can  increase 
the  tax,  as  Mr.  Morgenthau  suggests,  from  1 percent  up  to  5 percent, 
we  could  start  as  I have  suggested  and  make  the  change  later. 

The  Chairman.  They  will  not  need  so  much  money  to  begin  with, 
which  is  the  reason  for  the  smaller  percentage  to  start  with. 

Mr.  Patman.  The  same  argument  will  apply 

The  Chairman.  I am  not  arguing. 

Mr.  Patman.  That  was  an  unfortunate  word  that  I used,  Mr. 
Chairman. 

Mr.  Vinson.  The  compulsory  contributory  tax  is  separate  and 
apart  from  the  old-age  pension  part  of  the  bill.  The  old-age  pension 
part  of  the  bill  does  not  provide  for  any  contribution,  either  on  the 
part  of  the  employer  or  the  employee. 

Mr.  Patman.  The  point  that  I was  attempting  to  make,  I will  say 
to  the  gentleman  from  Kentucky,  is  that  if  you  pass  this  bill  as  it  is, 
you  are  not  going  to  give  the  old  people  anything.  They  will  not 
be  able  to  get  it.  You  have  already  passed  a law ; that  is,  the  House 
has  already  a bill  which  is  likely  to  become  a law,  that  will  take  direct 
relief  and  disabled  cases  off  the  Federal  rolls  and  put  them  on  the 
local  rolls.  They  will  have  to  be  cared  for  by  the  counties,  States, 
and  cities.  We  know  they  will  not  be  able  to  do  more  than  that,  if 
they  are  able  to  do  it  at  all.  I doubt  that  they  are  able  to  do  it. 
But  we  do  know  that  they  are  not  able  to  do  more  than  that. 

When  you  come  along  with  this  bill  and  say  that  in  order  for  the 
aged  to  get  these  benefits,  the  States  must  match  50-50  the  appropria- 
tions by  the  Federal  Government,  we  are  saying  in  effect  that  we  are 
not  going  to  give  them  anything,  because  even  the  States  that  now 
have  old-age  pension  laws  are  only  in  a very  few  cases  actually  paying 
any  money  out. 

The  Chairman.  Do  you  not  think  that  the  aged  constitute  a very 
large  percentage  of  this  very  element  or  group  that  you  mention,  and 
that  if  they  get  these  pensions  from  the  Federal  Government  and  the 
States,  that  that  will  relieve  that  much  of  a burden  from  the  States? 

Mr.  Patman.  That  will  lighten  it  somewhat. 
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The  Chairman.  Yes;  it  will  lighten  it,  and  then  the  States  will 
not  have  as  much  burden  as  you  indicate,  so  that  they  ought  to  be 
able  to  help  carry  part  of  this  load. 

Mr.  Patman.  The  wealthy  States  will  be  able  to  take  care  of  it; 
there  is  no  question  about  that. 

The  Chairman.  All  of  the  States  are  about  equally  hard  up  it 
would  seem  from  the  reports  we  get. 

Mr.  Patman.  I do  not  think  so.  I think  there  is  a concentration 
of  wealth  in  this  country  that  helps  in  certain  sections  and  is  really 
to  the  detriment  of  other  sections. 

The  Chairman.  I notice  in  the  New  York  papers,  that  New  York, 
perhaps  the  wealthiest  State  in  ,the  Union,  is  having  such  fiscal 
troubles  in  New  York  City,  that  the  mayor  of  the  city,  Mr.  La 
Guardia,  who  while  he  was  a Member  of  the  House,  was  just  as  much 
opposed  as  anyone  to  a sales  tax,  is  willing  to  agree  to  a sales  tax 
because  of  the  financial  condition  of  his  city,  in  order  to  meet  the 
exigencies  of  the  situation  in  New  York. 

We  have  always  heard  that  the  wealth  of  the  Nation  was  centered 
in  New  York.  If  that  is  the  situation  in  which  they  find  themselves, 
how  much  worse  can  it  be  in  any  other  State? 

Mr.  Patman.  But  the  sales  tax  was  not  necessary.  Mayor 
LaGuardia  said  he  was  opposed  to  it  and  did  not  agree  to  it. 

The  Chairman.  He  has  been  advocating  it. 

Mr.  Patman.  But  he  was  forced  to  do  it,  as  I understand  it. 

The  Chairman.  He  was  forced  into  it  by  the  needs  of  the  situation 

Mr.  Patman.  No,  no.  He  was  forced  into  it  by  the  bankers. 
The  bankers  required  him  to  do  it. 

The  Chairman.  The  bankers  had  no  control  over  it  at  all. 

Mr.  Patman.  Of  course,  there  is  a difference  of  opinion  there. 

The  Chairman.  You  cannot  explain  it  that  way.  That  is  a leg 
that  you  cannot  stand  on. 

Mr.  Patman.  The  bankers  are  very  powerful  in  this  county,  I 
will  say  to  the  chairman  of  the  committee.  I think  within  a week  or 
two  he  will  have  his  eyes  opened  on  some  of  the  things  they  have 
been  doing. 

Mr.  Cooper.  I believe  the  gentleman  will  agree  that  nobody  was 
very  successful  in  forcing  Mayor  LaGuardia  to  do  anything  against 
his  will,  while  he  was  a Member  of  the  House. 

Mr.  Patman.  That  is  right. 

Mr.  Cooper.  There  is  just  one  thought  I want  to  call  to  the 
attention  of  the  gentleman.  I assume  the  gentleman  understands 
that  28  States  now  have  these  pensions. 

Mr.  Patman.  They  have  the  laws,  but  they  are  not  making  the 
payments,  I will  say  to  the  gentleman.  That  is  what  we  are  fixing 
to  do  here.  We  are  fixing  to  pass  the  law,  but  we  are  not  going  to 
make  the  payments  if  this  bill  remains  as  it  is. 

Mr.  Vinson.  The  States  paid  $31,000,000  last  year. 

Mr.  Patman.  Yes,  about  that. 

Mr.  Sanders.  How  many  of  those  States  are  paying? 

Mr.  Patman.  I do  not  know.  I think  most  of  them  are  paying 
something,  but  they  are  not  paying  the  amounts  specified  in  the  law. 

The  Chairman.  If  we  pass  a law  with  a provision  such  as  you 
suggest,  would  there  not  be  a tendency  for  those  who  are  now  paying 
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these  pensions  to  discontinue  paying  them,  in  the  thought  that  as 
long  as  the  Federal  Government  was  taking  it  over  altogether,  they 
ought  not  to  be  discriminated  against,  and  if  contributions  are  not  to 
be  made  by  other  States,  they  might  as  well  discontinue  theirs. 

Mr.  Patman.  They  will  not  be  making  a contribution  to  the  Federal 
Government;  they  will  be  making  a contribution  to  the  aged,  and  if 
we  allow  $15,  they  can  supplement  it  with  $15,  if  they  wish. 

The  Chairman.  My  fear  is  that  they  will  quit. 

Mr.  Patman.  I am  not  asking  the  Federal  Government  to  pay  all 
the  $30.  I am  just  asking  that  the  requirement  of  matching  be 
eliminated  from  the  bill  for  the  next  2 or  3 years,  so  as  to  give  the 
States  an  opportunity  to  readjust  their  finances  in  conformity  with 
these  additional  burdens  and  requirements  that  Congress  is  expecting 
to  place  upon  them. 

The  Chairman.  So  that  your  position,  as  I understand  it,  is  that 
the  States  shall  not  be  called  upon  to  match  the  appropriation  of  the 
Federal  Government;  is  that  correct? 

Mr.  Patman.  For  the  next  2 or  3 years.  Now,  there  are  6,633,000 
people  in  the  United  States  over  65  years  of  age,  according  to  the  1930 
census.  Two  million  two  hundred  thousand  of  those  people  are  gain- 
fully employed.  There  are  only  4,400,000  who  are  not  gainfully 
employed,  over  65  years  of  age. 

Mr.  Treadway.  Mr.  Chairman,  may  I ask  Mr.  Patman  one 
question? 

I understood  you  to  say — I was  not  following  very  closely,  my 
attention  was  distracted — but  did  I understand  you  to  say  that  you 
hoped  this  would  not  be  put  into  effect  until  the  States  had  had  an 
opportunity  to  adapt  themselves  to  the  requirements? 

Mr.  Patman.  That  is,  to  allow  the  Federal  Government  to  go 
ahead  and  make  the  payments,  without  any  requirement  of  match- 
ing on  the  part  of  the  States  or  local  governments. 

Mr.  Treadway.  Then  you  would  make  it  entirely  a Federal 
proposition? 

Mr.  Patman.  Well,  the  Federal  Government  would  not  be  spend- 
ing any  more  money,  for  the  next  2 or  3 years. 

Mr.  Treadway.  Is  it  not  quite  possible  that  if  we  eliminated  con- 
tributions by  the  States  altogether,  that  the  States  would  eventually 
say  to  their  representatives,  “Why  give  all  these  pensioners  more 
than  $15  as  long  as  the  Government  is  going  to  foot  the  bill”? 

Mr.  Patman.  There  is  that  possibility.  Of  course,  a Member  of 
Congress  could  make  the  same  plea  that  as  long  as  the  Government 
is  paying  the  bill,  why  not  increase  our  salaries?  That  does  not 
necessarily  mean  that  we  are  going  to  do  it,  because  the  argument  is 
made. 

Mr.  Treadway.  You  do  not  suppose  that  public  opinion  would 
support  Members  of  Congress  in  asking  for  an  increase  in  salary? 

Mr.  Patman.  No.  Of  coarse,  that  was  an  irrelevant  matter. 

Mr.  Treadway.  Of  course.  I do  not  think  your  illustration  was 
a very  good  one.  But  I should  like  to  have  a little  more  elaboration 
of  your  views  as  to  the  matter  of  the  Government  naying  all  of  this 
bill. 

Mr.  Patman.  I think  there  are  two  classes  of  people  who  are 
especially  deserving  in  any  country.  The  first  class  is  the  class  of  our 
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citizens  who  build  our  country  in  time  of  peace;  who  actually  build 
the  country.  In  other  words,  there  is  that  one  class  and  there  is 
another  class  who  save  the  country  in  time  of  war.  That  class  offers 
to  give  their  lives  for  their  country  in  time  of  war.  Those  are  the 
two  classes  who  are  especially  deserving. 

I think  the  Federal  Government  owes  a direct  responsibility  to  the 
first  class  as  well  as  to  the  second  class.  I think  that  when  people 
help  -to  build  their  country,  they  help  to  build  their  entire  country, 
and  their  services  are  not  limited  just  to  the  particular  locality  or 
county  or  State  in  which  they  live. 

Mr.  Cooper.  Of  course,  the  first  class  would  include  everybody, 
would  it  not? 

Mr.  Patman.  Yes;  it  would  include  everybody.  Now,  when  they 
get  old,  and  they  are  not  able  to  take  care  of  themselves,  they  should 
be  able  to  draw  upon  the  resources  of  this  great  country  that  they 
have  helped  to  build,  while  they  were  able  to  do  it. 

Mr.  Treadway.  Representatives  of  large  employers  of  labor  who 
have  their  own  pension  systems  have  appeared— at  least  1 or  2 
witnesses — recommending  that  such  organizations  as  those  be 
exempted  from  the  provisions  of  the  bill,  m view  of  their  own  private 
set-ups.  What  is  your  view  on  that  line? 

Mr.  Patman.  Well,  I have  not  given  consideration  to  that  feature 
of  the  bill,  I will  say  to  the  gentleman  from  Massachusetts. 

Mr.  Treadway.  There  are  700,000,  I believe,  employees  in  the 
aggregate,  in  the  employ  of  corporations,  that  are  under  some  system 
of  that  kind  at  the  present  time. 

Mr.  Hill.  Is  the  gentleman  from  Massachusetts  talking  about  old- 
age  annuities  or  unemployment  compensation? 

Mr.  Treadway.  This  is  old  age  that  I am  talking  about. 

Mr.  Patman.  Does  that  include  Federal  employees? 

Mr.  Treadway.  No;  Federal  employees  are  exempted,  anyhow. 
Now,  should  that  exemption  of  Federal  employees  be  extended  to 
employees  who  are  not  in  the  governmental  service? 

Mr.  Patman.  Federal  employees,  if  I understand  correctly,  are 
mighty  well  taken  care  of. 

Mr.  Treadway.  They  are  exempted  from  the  provisions  of  this 
bill,  anyhow. 

Mr.  Patman.  The  average  employee  who  retires  now,  and  who  has 
paid  in  about  $800,  if  my  information  is  correct,  gets  $100  per  month 
for  life.  So  that  somewhere  along  the  line  the  Federal  Government  is 
going  to  be  out  a lot  of  money  at  some  time.  It  occurs  to  me  that  the 
Federal  employees  are  mighty  well  taken  care  of.  I know  nothing 
about  that  other  provision  of  the  bill.  I did  not  prepare  myself  to 
discuss  it. 

Mr.  Treadway.  It  does  not  appear  in  the  bill,  but  we  have  had  some 
testimony  along  that  line. 

The  Chairman.  Have  you  concluded  your  statement,  Mr.  Patman? 

Mr.  Patman.  Yes,  sir. 

The  Chairman.  If  there  are  no  further  questions,  we  thank  you  for 
the  information  you  have  given  to  the  committee. 

Mr.  Patman.  Thank  you,  Mr.  Chairman  and  gentlemen. 

The  Chairman.  We  will  hear  the  Hon.  Sam  L.  Collins,  who  I 
notice  is  now  present. 
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Mr.  Collins.  Mr.  Chairman  and  gentlemen 

Mr.  Treadway.  If  I may  ask,  what  district  does  the  gentleman 
represent? 

Mr.  Collins.  The  nineteenth  district,  Mr.  Treadway. 

The  Chairman.  Do  you  appear  in  opposition  to  the  bill,  or  in 
support  of  it? 

Mr.  Collins.  I am  appearing  with  only  one  purpose  in  mind,  and 
that  has  reference  to  the  Townsend  bill,  which  has  been  before  your 
committee,  and  on  which  considerable  testimony  has  been  given  to 
your  committee.  People  have  testified,  actuaries  and  others,  as  to 
the  figures  involved  in  the  Townsend  plan. 

I am  not  prepared  to  testify  on  that.  I have  no  figures  available, 
and  would  not  attempt  to  set  forth  figures  that  have  been  furnished 
me  as  accurate,  because  I knowT  nothing  about  them  myself. 

I have  been  present  through  these  hearings.  I wanted  to  call  the 
attention  of  this  committee  to  the  fact  that  in  my  district,  and  in  the 
State  elsewhere,  whether  or  not  other  Members  who  will  appear  here 
will  tell  you  that,  this  organization  is  well  formed  and  claim  to  have 
in  my  district  85,000  signers  of  a petition,  petitioning  Congress  for' 
the  enactment  of  the  Townsend  plan. 

You  gentlemen  have  the  figures  that  have  been  submitted  by  the 
proponents  of  this  plan.  As  I said  at  the  outset,  I cannot  vouch  for 
those  figures,  because  I have  not  made  a study  of  them. 

I told  my  people  that  I would  see  that  their  evidence  was  submitted 
to  your  committee,  that  I would  appear  and  advise  your  committee 
of  the  number  of  people  in  my  district  who  were  interested  in  this 
plan. 

That,  Mr.  Chairman,  completes  my  testimony.  I have  nothing 
to  offer  other  than  the  information  of  the  number  of  people  who  are 
interested  in  that  plan. 

Mr.  PIill.  Mr.  Collins,  are  you  advocating  the  adoption  of  the 
Townsend  old-age  pension  plan? 

Mr.  Collins.  I am  not,  Mr.  Hill. 

Mr.  Hill.  You  are  taking  no  stand,  one  way  or  the  other? 

Mr.  Collins.  I am  not  taking  a stand  on  it.  I am  just  advising 
you  of  the  number  of  people  in  my  district  who  are  advocating  that 
plan. 

Mr.  Hill.  You  are  claiming  a sort  of  armed  neutrality  status  on 
the  question? 

Mr.  Collins.  I am  not  a member  of  this  committee,  Mr.  Hill. 
I am  leaving  in  your  discretion  entirely  the  type  of  legislation  that 
should  be  enacted  for  these  aged  people. 

Mr.  Hill.  You  just  want  us  to  know  of  the  wide-spread  sentiment 
in  your  district  in  favor  of  that  plan? 

Mr.  Collins.  Absolutely;  that  is  all,  Mr.  Hill. 

Mr.  Treadway.  Mr.  Chairman,  I think  Mr.  Collins’  statement  is  a 
very  fair  one.  As  I understand  him,  he  simply  wants  to  act  as  agent 
for  his  constituents  in  informing  us  that  as  he  understands  it,  85,000 
of  them  have  endorsed  the  plan  referred  to. 

Mr.  Collins.  That  is  correct,  Mr.  Treadway. 

Mr.  Treadway.  The  Townsend  plan,  is  that  correct? 
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Mr.  Collins.  Yes.  In  addition  to  that,  I advised  them  that  I 
would  assist  them  in  presenting  their  evidence  to  your  committee. 

Mr.  Treadway.  And  you  are  simply  carrying  out  your  agreement 
with  your  constituents  to  appear  here  today  in  their  behalf. 

Mr.  Collins.  That  is  correct. 

Mr.  Treadway.  May  I just  ask  you  one  question  bearing  on  that 
point?  What  assurance  have  you  that  there  are  85,000  such  people 
in  your  district? 

Mr.  Collins.  I have  several  thousand  petitions  that  have  been 
signed;  I only  have  the  statement  of  secretaries  of  these  various 
units  in  the  towns  advising  me  of  the  number  which  they  say  signed 
the  petitions. 

Mr.  Treadway.  And  in  the  aggregate  they  number 

Mr.  Collins.  Eighty-five  thousand. 

Mr.  Treadway.  Have  you  checked  them  to  see  whether  they 
amount  to  85,000? 

Mr.  Collins.  I have  not  had  added  the  names  on  the  petitions, 
I will  say,  Mr.  Treadway,  but  I can  say  there  are  many  thousands. 

Mr.  Treadway.  Yes;  I have  no  doubt  of  that.  To  what  extent 
do  you  think  those  with  whom  you  have  come  in  personal  contact 
who  are  advocating  this  measure,  have  given  it  any  definite  considera- 
tion, so  far  as  the  financial  aspects  of  it  are  concerned? 

Mr.  Collins.  Of  course,  you  are  asking  me  to  determine  the  minds 
of  the  petitioners,  as  to  whether  or  not  they  informed  themselves  on 
the  questions.  I am  in  no  position  to  advise  you  nor  any  other 
member  of  the  committee  as  to  whether  or  not  these  people  have 
advised  themselves.  My  own  opinion  is  that  a great  many  of  them 
have  not.  That  is  only  my  opinion,  and  if  I am  in  error  in  that,  I 
am  not  bespeaking  their  minds. 

Mr.  Treadway.  In  other  words,  you  would  feel  that  many  of  the 
signers  realize  the  advantage  of  getting  $200  a month  for  the  rest  of 
their  lives,  so  that  they  may  spend  the  money — and  that  is  practically 
the  scheme,  is  it  not? 

Mr.  Collins.  That  is  right. 

Mr.  Treadway.  From  that  viewpoint  they  favor  it,  but  further 
than  that  you  do  not  think  they  have  examined  the  financial  aspects 
of  the  question  to  determine  whether  or  not  the  plan  is  workable, 
whether  or  not  the  Federal  Treasury  can  stand  the  drain,  and  all  those 
details  that  we,  as  members  of  this  committee,  must  look  into. 

Mr.  Collins.  Mr.  Treadway,  this  committee  is  in  a much  better 
position  to  determine  the  merits  of  any  proposition  than  those  peti- 
tioners. Permit  me  to  say  that  if  I were  to  state  here  that  they  have 
not  given  that  matter  any  thought,  I would  be  putting  words  in  their 
mouths,  and  that  I do  not  propose  to  do.  I am  not  capable  of 
guessing  whether  they  have  given  this  matter  thought  or  not.  My 
belief  is  that  they  have  given  it  some  thought,  but  whether  they  have 
given  it  sufficient  study  is  another  question  entirely. 

Mr.  Treadway.  I think  our  colleague  has  made  an  excellent 
witness,  Mr.  Chairman. 

Mr.  Chairman.  If  there  are  no  further  questions,  we  thank  you 
for  your  statement,  Mr.  Collins. 

Mr.  Collins.  I thank  you,  Mr.  Chairman,  and  members  of  the 
committee. 
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The  Chairman.  Yesterday  afternoon,  our  colleague,  Mr.  Tread- 
way, called  me  and  said  he  understood  Senator  Hastings  probably 
would  like  to  appear  before  the  committee  this  morning.  I said  that 
would  be  agreeable  to  the  committee.  I see  Senator  Hastings  in  the 
room,  and  if  he  will  come  forward,  we  shall  be  glad  to  hear  him  at 
this  time. 

STATEMENT  OF  HON.  DANIEL  0.  HASTINGS,  A UNITED  STATES 
SENATOR  FROM  THE  STATE  OF  DELAWARE 

Senator  Hastings.  Mr.  Chairman  and  gentlemen,  I do  not  know 
that  I can  be  of  any  help  to  the  committee.  I do  not  pretend  to 
know  much  about  this  subject.  I am  a member  of  the  Finance  Com- 
mittee, and  have  attended  the  hearings  of  the  Finance  Committee, 
and  heard  most  of  the  testimony  that  was  given  there.  I have  drawn 
conclusions  from  that  testimony  for  my  own  benefit,  and  have  made 
some  memoranda  of  them.  I think  it  would  save  time  if  the  com- 
mittee would  permit  me  to  read  what  I have  written  on  this  subject. 

The  Chairman.  Proceed  in  your  own  way,  Senator. 

Senator  Hastings.  The  Economy  Security  Act  maps  out  for  the 
country  a policy  that  is  almost  entirely  new  in  that  it  places  upon  the 
Federal  Government  a large  portion  of  the  expense  of  taking  care  of 
those  persons  who  need  public  assistance  of  one  kind  or  another.  Until 
the  present  depression  came  upon  us  this  burden  was  borne  by  the 
States,  except  in  instances  of  earthquakes,  floods,  and  so  forth,  where 
the  Federal  Government  has  frequently  rendered  temporary  aid. 

The  great  expense  growing  out  of  the  present  bill  pertains  to  old-age 
pensions  and  unemployment  assurance. 

Assuming  it  to  be  necessary  for  the  Federal  Government  to  take 
upon  itself  this  great  burden,  the  question  arises  as  to  the  administra- 
tion of  it  and  the  conditions  imposed  upon  the  States  in  order  to  insure 
that  each  State  bears  its  share  of  the  burden. 

Let  us  take  the  problem  of  old-age  pensions  and  try  to  ascertain  the 
best  and  simplest  form  of  helping  the  various  States  with  this  problem. 
If  the  Congress  should  appropriate  a certain  sum  annually  for  this 
purpose  and  allocate  it  to  the  States  in  such  proportion  as  the  number 
of  inhabitants  of  that  State  bore  to  the  total  number  in  the  country 
upon  one  single  condition,  namely,  that  each  dollar  appropriated 
should  be  matched  by  an  equal  number  of  dollars  from  the  State’s 
funds,  the  Federal  Government  would  have  but  one  problem  upon  its 
hands,  and  that  would  be  to  find  the  money  with  which  to  make  its 
share  of  the  contribution. 

The  Federal  Government  ought  to  specify  the  minimum,  but  not 
the  maximum  age  of  the  recipient  of  such  fund.  In  other  words,  the 
Federal  Government  might  provide  that  this  fund  should  not  be 
used  for  the  benefit  of  any  person  under  65,  but  leave  it  entirely  to 
the  State  to  say  whether  the  age  limit  should  be  greater  than  that. 
This  leaves  the  problem  with  the  State  and  with  the  people  of  that 
State.  The  only  Federal  political  question  that  could  arise  under 
tills  plan  would  be  in  case  the  States  were  willing  to  contribute  more 
than  that  being  paid  by  the  Federal  Government,  but  that  question 
would  not  be  anything  like  as  serious  as  it  will  be  under  the  plan 
outlined  in  this  act. 
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This  method  of  treating  this  important  subject  also  takes  us  into 
a new  field,  hut  the  simplicity  of  it  would  relieve  us  of  great  grief 
that  is  sure  to  grow  out  of  the  experiments  proposed  by  this  new  act. 

In  addition  to  that,  there  is  nothing  under  this  plan  that  is  so 
complicated  that  would  prevent  it  from  being  easily  abandoned  if 
and  when  the  country  so  recovered  from  the  depression  that  such 
contributions  upon  the  part  of  the  Federal  Government  were  found 
to  be  unnecessary.  In  other  words,  you  could  treat  this,  at  the  present, 
under  this  plan,  as  an  emergency  which  might  or  might  not  develop 
into  a permanent  policy,  all  of  which,  including  the  amount  of  the 
appropriation,  would  depend  upon  the  conditions  existing  from  year 
to  year. 

The  most  difficult  thing  to  understand  about  the  old-age-pension 
phase  of  this  bill  is  the  annuity  feature.  I do  not  have  reference  to  the 
annuity  certificates  set  forth  in  section  501  of  the  bill.  I have  given 
no  consideration  to  that  section  in  this  memorandum.  I refer  par- 
ticularly to  the  imposition  of  the  earnings  tax,  title  3,  page  15,  and  the 
payment  of  old-age  annuities  under  section  405,  title  4 of  the  bill.  It 
will  be  borne  in  mind  that  beginning  January  1,  1937,  the  total  tax  of 
1 percent,  one-half  of  which  is  paid  by  the  wage  earner  and  one-half 
by  the  employer  is  imposed.  This  tax  is  increased  1 percent  every  5 
years  until  it  reaches  a total  of  5 percent  at  the  end  of  20  years.  The 
fund  thus  created  goes  into  a Federal  treasury  and  the  employee  is 
guaranteed  that  this  money  paid  in  for  him  and  by  him  will  ultimately 
be  returned  to  him  if  he  lives  to  be  65  and  if  he  dies  before  it  is  all 
returned  to  him,  his  estate  will  get  back  the  balance  of  such  fund  with 
interest. 

The  old-age-pension  plan  under  this  bill  is  divided  into  two  parts. 
For  5 years  the  annuity  part  of  the  plan  is  not  in  operation,  except  for 
the  collection  of  the  tax  and  return  to  the  estate  of  the  employee  the 
amount  that  has  paid  for  him  in  case  of  his  death.  Persons  over  65 
that  are  in  need  are  taken  care  of  during  this  first  5-year  period  by 
contributions  by  the  Federal  Government,  plus  the  contributions  by 
the  State  government. 

Take  the  next  5-year  period  as  an  illustration.  During  that  period 
there  will  be  a class  of  persons  who  have  been  paying  in  for  a period  of 
5 years.  If  a person  during  that  period  had  earned  $100  a month,  he 
or  she  would  be  entitled  to  be  paid  $15  per  month,  that  being  15  per- 
cent of  the  average  wage.  He  would  be  entitled  to  this,  provided 
“he  is  not  employed  by  another  in  a gainful  occupation.”  If  this 
$15  per  month  were  not  sufficient  to  sustain  him  in  “health  and  de- 
cency” he  must  look  to  the  other  phase  of  the  old-age-pension  plan 
for  sustenance;  that  is,  he  must  get  himself  placed  upon  the  pension 
rolls  of  the  State,  but  in  fixing  the  amount  of  the  pension  the  $15  just 
mentioned  would  be  taken  into  account. 

Let  us  take  another  illustration.  Suppose  a person  is  55  on  Jan- 
uary 1,  1937,  and  has  a tax  imposed  for  the  two  5-year  periods. 
Suppose  he  has  earned  during  the  whole  of  this  10  years  a $100  per 
month.  When  he  reaches  65  and  is  not  gainfully  employed,  he  then 
would  be  entitled  to  receive  $20  per  month,  and  if  this  were  not  suf- 
ficient to  sustain  him  in  “health  and  decency”  it  would  be  necessary 
for  him  to  get  himself  placed  on  the  pension  rolls  of  the  State.  The 
$20  per  month  he  was  receiving  would,  of  course,  be  taken  into  account 
in  determining  the  amount  of  pension  he  ought  to  receive. 
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If  he  goes  in  at  50  years  of  age  and  pays  in  for  a period  of  15  years, 
he  is  entitled  to  $30  per  month  and  if  he  goes  in  at  45  years  and  pays 
for  20  jmars,  he  is  entitled  to  $40  per  month.  This  is  the  maximum 
a $100-a-month  wage  earner  could  receive. 

There  is  another  provision  of  the  law,  however,  being  paragraph  2 
of  section  405,  which  relates  to  persons  who  do  not  enter  the  plan  for 
the  first  5-year  period  or  until  January  1,  1942. 

It  is  assumed  that  in  view  of  the  fact  that  this  section  applies  only 
to  those  persons  who  do  not  begin  to  pay  in  until  after  1942  that  it 
will  take  in  the  youngest  employees,  and  for  the  purpose  of  illustration 
you  might  take  a person  20  years  of  age  in  1942  who  begins  to  con- 
tribute to  this  fund.  Under  the  first  paragraph  that  I have  been 
discussing,  assuming  that  a person  age  45  gets  $100  a month  from  the 
beginning  and  throughout  the  period,  he  would  only  have  to  pay  in 
for  20  years  in  order  to  get  $40  per  month.  He  and  his  employer 
would  pay  in  during  that  20-year  period  a total  of  $600,  which  amount 
at  the  rate  of  3 percent  interest  compounded,  would  be  increased  to 
$758  at  the  end  of  the  20  years. 

But  take  the  second  paragraph  of  this  section,  which  makes  pro- 
vision for  those  who  did  not  begin  to  pay  in  until  January  1,  1942. 
In  that  case  the  wage  earner  who  begins  to  pay  at  20  years  of  age 
and  the  employer  would  pay  in  over  a period  of  45  years,  and  if  the 
salary  was  $100  per  month  the  total  paid  in  would  amount  to  $2,340, 
and  the  accumulated  interest,  compounded  at  3 percent,  would  bring 
the  total  to  $4,481.  Notwithstanding  this  fact,  such  a person  would 
be  entitled  under  the  act  to  receive  only  $50  per  month,  or  only  $10 
more  than  the  man  who  had  paid  in  only  20  years  under  the  first 
paragraph  and  whose  fund  amounted  to  only  $758. 

I have  pointed  out  that,  under  the  first  paragraph  of  section  405, 
the  employee  is  not  entitled  to  payments  if  he  is  gainfully  employed. 
This  condition  does  not  apply  to  those  persons  who  do  not  begin  to 
pay  in  until  after  January  1,  1942,  but  paragraph  D of  section  405 
distinctly  provides  that  when  a person  reaches  the  age  of  65,  although 
he  may  not  be  entitled  to  the  benefit  he  may  claim  an  amount  equal 
to  the  amounts  that  have  been  paid  in  for  his  benefit  and  that  the 
social-insurance  board  shall  pay  him  such  amounts,  together  with 
interest  accretions  as  determined  by  such  board. 

I think  it  is  important  to  consider  the  apparent  discriminations 
above  outlined  in  order  that  you  may  reasonably  anticipate  the 
objections  that  will  be  made  to  the  bill  by  the  individual  taxpayer 
when  all  of  the  facts  are  known  to  him. 

As  I understand  it,  it  is  contemplated  that  the  tax  levied  for  the 
benefit  of  the  young  persons  will  not  be  held  in  a reserve  fund  by  the 
Federal  Government  in  order  to  meet  the  Federal  obligations  to  such 
persons,  but  that  as  much  of  said  fund  as  may  be  necessary  shall  be 
used  for  the  purpose  of  payments  made  to  the  older  persons  who  have 
contributed  but  a small  part  of  the  amount  which  they  are  to  receive 
under  the  act.  It  is  also  admitted  that  after  a certain  number  of 
years  it  will  be  necessary  for  the  Government  to  make  huge  contribu- 
tions to  this  fund  in  order  to  make  up  the  amount  that  would  be  in 
it  if  the  reserve  had  been  maintained  instead  of  expended. 

My  own  notion  about  this  is  that  it  is  a complicated  system, 
difficult  to  explain,  and  one  in  which  neither  the  employer  nor  the 
employee  will  willingly  contribute. 
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It  will  be  observed  by  all  thinking  persons  that  this  statute  passed 
at  this  session  may  be  modified  by  the  next  or  some  future  session  of 
the  Congress  and  does  not  have  the  stability  of  an  insurance  annuity 
contract,  executed  by  a responsible  insurance  company.  Nobody 
will  deny  the  importance  of  every  person’s  purchasing  over  the  years 
of  his  or  her  young  life  an  annuity  that  will  take  care  of  him  or  her 
in  his  or  her  old  age.  But  an  annuity  forced  upon  the  people  by  a 
Federal  Congress  is  entirely  different,  first,  because  it  is  forced,  and 
second,  because  there  is  no  guaranty  that  it  will  continue  long  enough 
for  the  contributor  to  get  any  substantial  return. 

There  is  another  phase  of  this  which  must  not  be  overlooked. 
This  act  imposes  a tax  upon  every  wage  earner,  except  those  receiving 
more  than  $250  per  month.  This  group  undoubtedly  constitutes  a 
large  majority  of  the  voters  of  this  country.  The  committee’s  expert 
estimates  it  will  affect  40,000,000  wage  earners.  It  will  reach  millions 
of  people  who  do  not  pay  a tax  of  any  kind  and  who  have  never  paid 
a tax  of  any  kind.  It  will  reach  the  families  described  by  Senator 
Wagner.  He  states  that  there  were  in  1929  6,000,000  families  earning- 
less  than  $1,000  a year,  16,000,000  families  earning  less  than  $2,000, 
and  20,000,000  families  earning  less  than  $2,500.  You  cannot  answer 
the  complaints  that  will  come  from  these  groups  by  saying  that  the 
tax  is  small.  The  fact  that  it  is  a tax,  and  particularly  the  fact  that 
it  is  a direct  tax  imposed  by  the  Federal  Government,  will  be  deeply 
resented,  and  no  endeavor  to  bring  home  to  these  people  that  it  is  in 
the  end  for  their  benefit  will  avail. 

The  fact  that  the  tax  does  not  take  effect  until  after  the  next 
general  election  is  of  some  significance.  I doubt  whether  any  Demo- 
cratic convention  in  1936  would  dare  write  any  such  proposal  in  its 
platform.  But  whether  it  did  or  not,  when  the  actual  test  is  made 
this  group  of  people  will  drive  out  of  office  all  persons  who  refuse  to 
vote  to  abolish  such  a tax.  For  these  reasons  alone  this  much  of  this 
old-age  pension  plan  is  impracticable. 

My  own  judgment  is  that  the  only  practical  plan  from  the  Federal 
Government’s  point  of  view  is  that  which  I have  originally  outlined. 
A representative  of  the  committee  has  assured  us  that  the  number 
of  people  over  65  that  must  be  aided  by  some  governmental  agency 
amount  to  1,000,000  persons.  If  you  take  the  figures  proposed  in 
this  bill  as  the  Government’s  share  of  that  responsibility,  namely, 
not  to  exceed  $15  per  month,  you  wTould  require  approximately 
$180,000,000  annually.  This  would  be  upon  the  assumption  that 
every  State  adopted  an  old-age  pension  law  and  contributed  as  much 
as  $1.5  per  month  to  each  of  these  million  persons. 

My  own  judgment  is  that  we  ought  not  to  agree  to  any  pension 
plan  except  in  this  emergency  to  match  the  amount  contributed  by 
the  States. 

In  my  consideration  of  this  matter,  I have  not  mentioned  the  very 
difficult  problem  of  the  individual  who  has  in  the  past  and  is  at  present 
in  some  form  or  another  contributing  to  some  insurance  company 
to  take  care  of  himself  or  herself  in  his  old  age.  A very  large  per- 
centage of  the  60,000,000  persons  holding  life-insurance  policies  in 
one  form  or  another  will  be  affected  by  this  tax.  Neither  have  I 
mentioned  the  very  serious  problem  of  the  several  hundred  corpora- 
tions that  have  had  some  plan  of  old-age  pensions  affecting  more  than 
5,000,000  persons  for  many  years,  and  which  corporations,  together 
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with  tlieir  employees,  would  be  compelled  to  pay  a tax  largely  for  the 
benefit  of  a class  of  persons  who  have  not  been  so  fortunately  pro- 
tected. 

Neither  have  I discussed  here  the  great  problem  of  administering 
this  law.  It  must  be  borne  in  mind  that  a record  must  be  kept  of  the 
millions  of  people  that  would  be  taxed  under  this  plan.  Every  house- 
wife and  every  farmer  employing  a single  individual  would  be  com- 
pelled to  make  a return,  and  it  would  take  an  army  of  people  to 
check  up  on  such  individuals.  In  addition  to  the  amount  of  money 
earned  by  such  individuals,  it  would  be  necessary  to  keep  a time  sheet 
because  the  amount  of  money  payable  to  every  employee  depends 
not  only  on  what  he  earns  but  the  time  he  takes  to  earn  it. 

Title  6 of  the  economy  security  act  provides  for  the  imposition  of 
an  excise  tax,  beginning  January  1,  1936,  of  3 percent  upon  the 
employer’s  pay  roll. 

Under  certain  conditions  set  forth  in  the  bill  this  3-percent  tax  for 
the  years  1936  and  1937  may  be  only  1 percent.  The  purpose,  how- 
ever, is  to  make  a definite  provision  for  a 3-percent  tax  upon  the 
pay  roll  of  all  persons,  employing  at  least  4 persons  “within  each  of 
13  or  more  calendar  weeks  of  the  taxable  year.”  The  Federal  and 
State  Governments  are  excluded,  as  well  as  municipal  corporations. 

This  tax  is  a direct  tax  laid  by  the  Federal  Government,  but  section 
602  provides  that  the  employer  may  have  a 90-percent  credit  allowed 
upon  the  showing  that  he  has  contributed  to  some  State  fund 
administered  under  conditions  set  forth  in  this  section. 

The  clear  purpose  of  the  act  is  to  compel  the  States  to  adopt  some 
plan  of  unemployment  compensation.  If  the  State  does  not  adopt 
such  plan,  the  tax  paid  by  the  employer  goes  into  the  general  fund  of 
the  Federal  Treasury. 

Section  406  provides  for  an  appropriation  of  $4,000,000  for  the 
fiscal  year  ending  June  30,  1936,  and  thereafter  not  more  than 
$49,000,000  in  each  year  to  be  allotted  to  the  States  adopting  an 
unemployment-compensation  plan.  The  allotment  is  to  be  made 
upon  the  basis  of  need  of  the  State  for  such  financial  assistance. 

I cannot  see  how,  under  our  Federal  Constitution,  we  can  levy  a 
special  tax  upon  the  people  of  the  various  States,  when  its  sole 
purpose  is  merely  to  compel  the  States  to  enact,  for  the  benefit  of 
the  people  of  such  State,  the  kind  of  law  that  the  Federal  Congress 
believes  to  be  for  their  benefit. 

Personally,  I hesitate,  even  if  I believed  it  to  be  constitutional,  to 
compel  the  people  of  my  State  to  levy  a certain  kind  of  a tax  upon  a 
certain  class  of  its  citizens,  altnough  the  purpose  of  it  may  seem  to  be 
desirable  and  might,  from  my  point  of  view,  be  considered  necessary. 
I think  the  question  of  the  necessity  and  the  desirability  of  such  a 
law  should  be  left  to  the  legislature  and  the  executive  of  each  State. 

Heretofore  the  Federal  Government  has  offered  inducements  to 
States  to  do  various  things  by  appropriating  money  and  allocating  a 
portion  of  it  to  a State  on  condition  that  the  State  appropriate  a like 
sum  for  that  purpose.  We  have  never  heretofore,  so  far  as  1 know, 
attempted  to  compel  a State  to  adopt  any  particular  kind  of  law 
believed  by  the  Federal  Congress  to  be  desirable  or  necessary.  The 
adoption  of  this  act  thus  takes  us  into  an  entirely  new  field. 

Regardless  of  the  form  of  a tax,  it  is  generally  conceded  that  the 
greater  burden  will  fall  upon  the  very  people  whom  it  is  intended  to 
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protect.  It  is  admitted  by  all  of  the  witnesses  that  the  employer  in 
many  instances  cannot  absorb  the  tax  and  that  it  must  be  passed  on 
to  the  consumer.  It  is  true  that  the  consumer  class  is  larger  than  the 
class  that  will  be  protected  by  such  unemployment  compensation. 
The  consumer  will  include  the  farmer,  whose  burdens  we  have  been 
endeavoring  to  lighten. 

I am  wondering  whether  it  would  not  be  a more  satisfactory  plan 
to  have  the  Federal  Government  follow  the  plan  it  has  adopted  in 
other  instances  and  agree  to  contribute  a sum  to  each  State  on  the 
basis  of  $1  from  the  Federal  Government  for  each  $2  paid  into  such 
fund  through  State  taxation. 

An  appropriation  of  $125,000,000,  annually  would  be  approximately 
$1  for  each  inhabitant  of  each  State.  We  probably  ought  to  provide 
in  the  bill  for  this  appropriation  for  at  least  3 years,  in  order  that  the 
States  might  know  they  would  get  that  much  help  in  building  up  the 
compensation  fund.  This,  it  seems  to  me,  might  be  a sufficient  in- 
ducement to  cause  the  State  to  adopt  some  comprehensive  plan  of  its 
own,  administered  by  its  own  officials,  and  the  fund  for  this  purpose 
raised  by  the  imposition  of  such  a tax  as  such  State  might  deem 
necessary. 

I fully  realize  that  this  plan  would  not  be  satisfactory  to  Dr.  Frank 
P.  Graham,  who  was  chairman  of  the  advisory  committee  that  as- 
sisted in  framing  this  legislation.  When  Dr.  Graham  was  before  the 
Finance  Committee,  he  made  the  following  statement: 

Personally,  on  the  basis  of  studies  made  for  this  committee,  I am  for  this  sort  of 
comprehensive  program  for  social  security,  unemployment  compensation,  old-age 
insurance  in  its  three  divisions,  the  old-age  pensions,  the  compulsory  contributory 
and  the  voluntary  contributory  systems,  and  a public  employment  program,  a 
youth  educational  program,  a public-assistance  prograjn,  mothers’  pensions, 
maternal  care,  security  for  children,  a public-health  program  based  on  the  Public 
Health  Service,  and  a further  study  in  cooperation  with  the  medical  profession  of  a 
health-insurance  program.  * * * I would  favor  the  rehabilitation  of  crippled 

children  and  of  crippled  people. 

I think  this  statement  of  Dr.  Graham  gives  us  a very  clear  concep- 
tion of  where  it  is  intended  this  legislation  shall  .ultimately  lead  us. 

In  this  connection  an  article  by  a German  economist  by  the  name  of 
Gustav  Hartz  is  entirely  worth-waile  reading.  He  calls  attention  to 
the  fact  that  Germany  was  the  first  to  adopt  a social  insurance  about 
50  years  ago,  in  the  time  of  Bismarck. 

At  first  the  employer  contributed  three-fourths  percent  and  the 
employee  1){  percent.  Today  the  entire  premium  averages  nearly 
20  percent,  and  in  some  industries  nearly  30  percent.  Germany  is 
about  to  adopt  a plan  whereby  the  employer  and  employee  will  each 
contribute  10  percent.  At  the  time  this  article  was  written  a pay 
envelope  of  $38.88  was  reduced  to  $29.45  by  the  time  the  taxes  were 
deducted  and  the  check  handed  to  the  employee. 

Dr.  Hartz  says: 

It  is  social  insurance  therefore  that  makes  needy  people,  in  order  to  give  them, 
after  they  have  become  needy,  very  inadequate  support. 

My  fear  is  that  when  the  Federal  Government  undertakes  the  job 
of  social  security,  through  direct  taxation  for  that  purpose,  it  has 
taken  a step  that  can  hardly  be  retraced.  I fear  it  may  end  the 
progress  of  a great  country  and  bring  its  people  to  the  level  of  the 
average  European.  It  will  furnish  delicious  food  and  add  great 
strength  to  the  political  demagogue.  It  will  assist  in  driving  worthy 
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and  courageous  men  from  public  life.  It  will  discourage  and  defeat 
the  American  trait  of  thrift.  It  will  go  a long  way  toward  destroying 
American  initiative  and  courage.  No  man  can  determine  with  any 
degree  of  accuracy  its  cost  upon  the  present  or  future  generation. 
There  is  danger  of  our  sympathy  for  its  humane  objectives  overcoming 
our  mature  judgment. 

We  ought,  as  I view  it  at  the  moment,  to  treat  it  as  an  emergency 
measure  until  the  people  of  the  country,  as  well  as  the  members  of 
the  Congress,  become  acquainted  with  its  absolute  necessity  or 
desirability,  from  the  point  of  view  of  the  Federal  Government. 

Mr.  Lewis.  May  I ask  the  Senator  a question? 

The  Chairman.  Senator,  you  do  not  mind  answering  questions? 
That  is  a rule  of  the  committee. 

Senator  Hastings.  Not  at  all. 

Mr.  Lewis.  Senator,  you  spoke  of  a very  antagonistic  reaction 
that  would  come  in  the  next  election,  because  of  advocacy  of  this 
bill,  with  the  taxes  that  it  carries  in  its  provisions.  I wonder  what 
your  experience  has  been  in  this  field.  Very  frequently  I arrive  home 
on  the  railroad.  A great  number  of  the  railway  employees  are 
among  my  friends.  In  not  a single  instance,  since  the  passage  of  the 
railway  act,  looking  to  old-age  pensions,  to  which  they  contribute 
one- third,  have  I found  that  the  employee  was  not  extremely  con- 
cerned about  what  the  Supreme  Court  would  do.  I found  no 
opposition  in  a single  instance.  I wonder  what  your  experience  has 
been  with  railway  employees  in  this  last  application  on  a grand  scale 
of  taxation  for  the  purpose  of  taking  care  of  them  in  their  old  age. 

Senator  Hastings.  I may  say  in  answer  to  that  question  that  I 
have  not  had  any  experience  since  that  particular  act  was  passed. 
But  I do  know  that  some  railroads  had  some  such  plan  in  force  before 
that,  and  that  it  worked  very  well.  But  I call  your  attention  to  this 
fact:  I think  you  will  find  that  the  railroad  employees  and  the  wages 
they  received  are  very  much  above  the  average.  My  notion  about  it 
is  that  these  40  millions  of  people  that  Dr.  Witte  says  will  be  involved 
in  paying  this  tax,  include  a lot  of  people  that  have  never  contributed 
a dollar  to  anything,  except  for  the  purpose  of  sustaining  their  own 
families — if  you  might  call  that  a contribution. 

I do  not  know  anything  about  it,  but  this  is  just  my  guess,  that 
when  you  have  40  million  people  paying  a direct  tax  to  the  Federal 
Government — -and  I care  little  how  small  that  tax  may  be— you  will 
find  a resentment  that  will  be  felt  by  every  person  in  public  life. 

Mr.  Lewis.  Another  question,  Senator,  addressed  to  some  of  the 
figures  that  you  gave.  I think  you  instanced  the  case  of  a con- 
tributor who  began  paying  his  half  of  the  tax  at  25  years  of  age  and 
paid  until  he  was  65,  when,  if  he  were  a $100  a month  employee,  he 
Avould  receive  a pension  of  $50. 

Senator  Hastings.  He  would  begin  at  20  and  pay  for  45  years. 

Mr.  Lewis.  He  would  begin  at  20  and  pay  for  45  years? 

Senator  Hastings.  Yes;  and  at  $100  a month  salary  he  would  have 
a pension  of  $50. 

Mr.  Lewis.  I have  before  me  the  tables  of  the  Canadian  Voluntary 
Annuity  System.  Those  tables  show  that  on  a 4-percent  basis — and 
I do  not  know  what  basis  you  are  considering 

Senator  Hastings.  Mine  was  3 percent. 
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Mr.  Lewis.  It  would  cost  a man  of  65,  at  65,  $5,322  to  purchase 
himself  a monthly  annuity  of  $50.  Yet,  under  this  system  I believe 
you  said  that  $4,400  would  have  gone  into  the  fund,  taking  into  ac- 
count the  interest  compounded  in  the  45  years,  one-half  of  which  the 
employee  would  have  contributed.  The  employee  will  be  getting  for 
about  $2,200  of  his  life  contributions,  an  annuity  that  would  cost  him, 
even  under  the  favorable  scheme  provided  in  Canada,  $5,322,  or  about 
40  percent. 

Do  you  think  that  because  there  might  be  here  and  there  a person 
who  simply  resents  taxation  of  any  kind,  even  though  he  may  be  in 
need,  in  such  need  as  to  make  our  intervention  imperative,  we  ought 
to  allow  an  antagonism  of  that  kind  to  deter  us  from  pursuing  a 
program  reasonable  in  itself? 

Senator  Hastings.  My  only  purpose  in  calling  attention  to  that 
illustration  which  Congressman  Lewis  assumes,  was  this:  In  one 
instance  the  young  man  had  been  paying  in  for  45  years  in  order  to 
get  $50  per  month,  while  the  man  who  is  now  45  has  to  pay  in  only 
20  years  in  order  to  get  $40  a month. 

Mr.  Lewis.  Which  is  a great  underpayment. 

Senator  Hastings.  It  is  not  my  bill.  I am  talking  about  the  bill 
as  it  came  to  the  committee.  I assume  that  the  $40  was  what  was 
intended  he  should  have.  At  any  rate,  that  is  what  he  would  get 
under  this  bill. 

Mr.  Lewis.  A great  underpayment  on  his  part,  I mean. 

Senator  Hastings.  Oh,  I beg  your  pardon.  The  only  point  I 
made  with  respect  to  that  was  that  the  young  fellow  who  has  to  pay 
in  45  years  to  get  $50  a month  will  bitterly  complain  because  of  the 
injustice  from  his  point  of  view  of  the  man  of  45  paying  in  only  20 
years  and  getting  $40  a month.  That  is  the  only  point  I made  with 
respect  to  that. 

So  far  as  the  annuities  are  concerned,  I think  Secretary  Morgenthau 
yesterday  set  forth  before  this  committee  a plan  that,  if  it  could  be 
constitutionally  enacted,  would  be  a great  salvation  perhaps  for  this 
country,  and  I think  he  might  have  gone  a step  further  and  connected 
with  it  the  unemployment  insurance  instead  of  leaving  it  entirely  to 
the  old-age  provisions,  with  somebody  to  say  how  much  they  get  who 
had  contributed  to  this  fund  or  who  had  had  contributed  for  them — 
how  much  they  might  draw  down  when  they  got  into  difficulty. 

But  I have  been  thinking  about  that  a long  time.  I have  never 
been  able  to  find  how  the  Federal  Government  can  propose  any 
legislation  such  as  Secretary  Morgenthau  suggested  that  will  compel 
a man  to  be  thrifty.  That  is  virtually  what  it  does.  It  would  be  a 
great  thing.  The  States,  in  my  judgment,  could  do  it. 

What  I have  sought  to  do  is  to  have  the  Federal  Government  make 
some  inducements  to  the  States  to  do  something  voluntarily.  I am 
in  sympathy  with  the  object  of  the  whole  thing.  But,  as  Dr.  Graham 
virtually  says,  this  whole  social-security  problem  is  to  become  a 
national  one  and  I think  unless  we  are  very  careful  the  Federal 
Government  will  be  taking  over  the  whole  load.  When  we  do  that, 
it  will  be  a new  da^  and  a dangerous  day  for  America. 

Mr.  Hill.  Speaking  of  the  discrimination  to  which  you  referred  as 
between  the  young  man  starting  in  with  his  contributory  payments 
and  paying  over  a period  of  45  years,  and  that  of  the  man  of  advanced 
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years  paying  only  for  a short  number  of  years,  if  you  eliminated  from 
the  provisions  of  this  bill  the  payment  of  unearned  annuities,  would 
that  take  care  of  the  discrimination  to  which  you  refer? 

Senator  Hastings.  If  you  permitted,  under  this  bill,  the  man  to 
get  credit  for  that  which  he  paid  in,  and  not  divide  it  with  anybody 
else,  I think  you  would  do  very  much  to  relieve  part  of  the  objection. 

Mr.  Hill.  That  is,  eliminating  the  payment  of  unearned  annui- 
ties? 

Senator  Hastings.  I do  not  know  that  I quite  understand.  My 
own  thought  about  it  is  that  you  would  relieve  this  bill  of  a great 
many  of  its  objections  if  some  time  every  man  who  paid  in  or  his 
family  were  going  to  get  what  was  paid  in.  I would  take  the  man 
who  has  paid  in  20  years  on  that  and  at  the  age  of  65  I would  give  him 
whatever  pension  that  money  would  earn,  or  give  him  the  money 
itself,  if  he  were  a man  that  was  employed  and  demanded  his  money. 

Mr.  Hill.  That  is  the  same  thing  I am  talking  about,  Senator. 
Under  this  provision  of  this  bill  as  it  stands,  a man  starting  in  at  the 
age  of  59,  we  will  say,  making  these  contributory  payments  would  at 
reaching  the  age  of  65  receive  whatever  annuities  his  payments  entitled 
him  to  receive. 

Senator  Hastings.  That  is  right. 

Mr.  Hill.  In  addition  to  that,  an  annuity  amounting  to  15  per- 
cent of  the  average  wage  that  he  had  received  over  the  period  of, 
say,  5 or  6 years,  during  which  he  was  contributing. 

Senatcr  Hastings.  The  bill  now  provides  15  percent  of  his  average 
wage  during  the  time  he  has  been  paying  in. 

Mr.  Hill.  Y es.  If  you  eliminate  that  15-percent  item,  which 
represents  unearned  annuity,  then  you  would  reach  the  same  result 
which  you  are  advocating. 

Senator  Hastings.  A part  of  the  result  that  I am  advocating. 
You  would  relieve  it  of  some  of  its  bad  features,  in  my  judgment,  if 
you  did. 

Mr.  Hill.  You  would  eliminate  that  discrimination. 

Senator  Hastings.  That  is  right.  You  would  eliminate  that 
discrimination. 

Mr.  Treadway.  Senator,  that  last  proposition  in  the  colloquy 
between  you  and  Congressman  Hill  is  practically  what  a life  insurance 
company  will  sell  to  you  today,  is  it  not?  They  will  sell  an  annuity 
which  will  guarantee  the  return  to  you  or  your  heirs  of  the  amount 
that  you  pay  for  that  annuity. 

Senator  Hastings.  Yes.  The  advantage  this  would  have  over 
that  is  that  the  employer  is  contributing  half  of  it. 

Mr.  Treadway.  You  are  advocating  that  whatever  has  gone  to  his 
credit,  from  whatever  source  derived,  whether  from  the  employer  or 
the  employee,  should  be  the  basis  of  the  annuity  which  the  man 
would  receive  when  he  reached  the  annuity  age? 

Senator  Hastings.  That  is  true.  Of  course,  if  he  were  in  a posi- 
tion where  he  could  not  take  care  of  himself,  you  would  be  back  again 
on  your  old-age  pension  plan,  which  is  the  first  provision  for  the  next 
5 years.  We  say  if  he  paid  in  for  only  5 years,  and  earned  only  $100 
a month,  he  would  be  entitled  to  what  would  amount  to  only  a few 
cents  a month,  perhaps.  I do  not  know  what  it  would  be,  I have  not 
figured  it  out,  but  it  would  be  less  than  a dollar  a month,  which  would 
not  be  much  help  to  him.  If  he  had  paid  in  for  20  years  he  would 


910 


ECONOMIC  SECURITY  ACT 


have  quite  a little  annuity  bought.  That  would  not  be  very  much,, 
either.  If  he  were  still  destitute,  you  would  still  have  your  old-age 
pension  problem  on  your  hands  with  the  contributions  of  the  Federal 
Government  and  the  State  government. 

Mr.  Treadway.  In  other  words,  he  would  have  two  opportunities 
to  be  taken  care  of  in  his  old  age;  is  that  correct? 

Senator  Hastings.  That  is  right. 

Mr.  Treadway.  As  you  know,  there  are  eight  titles  in  this  bill- 

Senator  Hastings.  Yes. 

Mr.  Treadway.  Many  of  them  are  not  directly  connected.  They 
are  independent  of  each  other,  these  eight  propositions  submitted  to 
us.  Do  you  consider  that  it  is  feasible  to  group  different  subjects 
into  one  measure  that  way? 

Senator  Hastings.  I do  not. 

Mr.  Treadway.  Do  you  see  any  reason  why  these  various  items 
should  not  be  acted  upon  independently? 

Senator  Hastings.  None  at  all.  I do  not  know  how  far  we  will 
get  with  it,  but  in  the  Finance  Committee  of  the  Senate  a proposal 
will  be  made  to  separate  those  into  various  bills  dealing  with  separate 
subjects. 

Mr.  Treadway.  The  only  actual  connection  is  whatever  the  defi- 
nition of  social  insurance  is,  or  social  service. 

Senator  Hastings.  The  real  connection  between  them  is  that  the 
Social  Insurance  Board  operates  them  all.  That  is  the  only  excuse  I 
can  see  for  putting  them  all  together. 

Mr.  Treadway.  That  brings  up  another  question.  There  is  set 
up  by  this  bill  a Social  Insurance  Board  of  three  individuals — no 
specifications  as  to  their  qualifications — to  be  appointed  by  the 
President,  and  to  operate  under  the  Department  of  Labor,  and  there 
is  no  confirmation  by  the  Senate  provided  for,  so  it  is  assumed  that 
they  would  not  be  confirmed.  That  does  not  appear  in  the  bill. 
Do  you  favor  a set-up  of  that  nature? 

Senator  Hastings.  Of  course,  I think  that  every  prominent  Govern- 
ment official,  certainly  one  prominent  enough  to  draw  $10,000  a year, 
ought  to  be  confirmed  by  the  Senate  or  some  other  body. 

Mr.  Treadway.  Or  elected  by  the  people? 

Senator  Hastings.  Or  elected  by  the  people,  or  confirmed  by  the 
Senate. 

Mr.  Treadway.  I was  interested  in  your  suggestion  that  we  proceed 
with  these  subjects  somewhat  along  the  line  of  the  precedent  that  has 
been  established  of  Federal  contribution  to  States  doing  certain  work. 
For  instance,  I suppose  you  had  in  mind  road  appropriations  and  others 
of  that  nature. 

Senator  Hastings.  That  is  correct. 

Mr.  Treadway.  Would  you  advocate  a measure  that  covered  that 
method  for  these  problems  that  are  covered  in  this  bill? 

Senator  Hastings.  In  my  judgment  it  is  the  only  constitutional 
way  in  which  it  can  be  done. 

Mr.  Treadway.  That  is,  not  all  eight,  but  the  old-age  pension  and 
the  unemployment. 

Senator  Hastings.  I am  quite  sure  in  my  own  mind  that  the  Federal 
Government  cannot  impose  this  kind  of  a tax. 

Mr.  Treadway.  Constitutionally? 

Senator  Hastings.  Constitutionally. 
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Mr.  Treadway.  And  you  are  a lawyer? 

Senator  Hastings.  Well,  I am  a member  of  the  bar. 

Mr.  Treadway.  That  is,  you  have  been  admitted  to  the  bar? 

Senator  Hastings.  Yes. 

Mr.  Treadway.  So  that  you  would  favor  any  legislation  so  to  be 
adopted  following  the  precedent  that  Congress  has  previously  set  up 
in  other  lines  and  which  is  now  in  operation? 

Senator  Hastings.  I would ; and  I would  do  it  for  another  reasonn 
I would  hope  while  I was  doing  it  that  it  might  still  be  considered  a 
emergency,  and  give  future  Congresses  and  the  public  as  a whole  a 
opportunity  to  study  the  question  further  and  see  whether  the- 
wanted  to  continue  that  or  whether  they  wanted  to  try  to  find  som  - 
new  way  of  meeting  this  difficult  problem.  I suggest,  however,  i 
connection  with  the  unemployment  insurance  that  the  Congress  ough 
to  make  the  pledge  not  to  change  it  for  a period  of  years  so  that  a 
State  that  passes  a law  depending  upon  getting  that  assistance  from 
the  Federal  Government  might  be  reasonably  certain  that  it  would 
get  it  for,  say,  a period  of  3 years. 

Mr.  Treadway.  You  would  not  drop  it  without  notice? 

Senator  Hastings.  That  is  my  idea. 

Mr.  Treadway.  You  speak  of  further  study.  Of  course,  we  are 
all  in  favor;  that  is,  I am,  and  I take  it  that  you  are,  of  the  merits  of 
these  propositions  in  general.  I am  not  prepared  to  and  do  not  want 
to  oppose  an  old-age  system  of  some  kind.  In  other  words,  I feel 
there  is  merit  in  the  eight  propositions  before  us,  whether  they  are 
carried  out  correctly  or  otherwise.  What  is  your  view  of  that? 

Senator  Hastings.  Everybody  must  admit  that  the  aged  as  well 
as  other  people  that  are  in  distress  must  be  taken  care  of  in  some  form 
but  I think  a careful  study  will  show  that  when  the  Federal  Govern- 
ment— and  this  Government  is  entirely  different  from  the  European 
countries,  because  we  have  48  States  here  that  still  claim  a right  to 
function,  and  the  primary  duty  of  all  of  this  is  upon  the  States.  We 
must,  of  necessity,  it  seems  to  me,  if  we  want  to  protect  this  country 
at  all,  leave  that  primary  duty  with  those  States,  with  the  Federal 
Government  realizing  always  that  when  a State  cannot  take  care  of 
its  own  we  have  to  do  something  to  help  them.  That  is  my  idea. 

Mr.  Treadway.  That  is  advocating  the  plan  that  you  are  suggest- 
ing of  a definite  appropriation  to  be  properly  divided  by  States? 

Senator  Hastings.  That  is  right. 

Mr.  Treadway.  And  the  Government  having  nothing  to  do  with 
the  general  management. 

Just  one  other  thought,  if  I may,  Senat  r.  Of  course,  you  have 
had  Dr.  Witte  before  you? 

Senator  Hastings.  Yes;  and  I listened  to  all  that  he  said. 

Mr.  Treadway.  You  had  quite  an  extended  job  if  you  listened 
continuously. 

Senator  Hastings.  It  was  generally  believed  that  Dr.  Witte  was 
better  acquainted  with  this  than  most  of  the  rest  of  them  who  appeared 
before  the  committee. 

Mr.  Treadway.  Dr.  Witte  has  repeated  it  several  times  before 
us,  as  have  one  or  two  other  witnesses,  that  we  should  hasten  this 
legislation  as  rapidly  as  possible  on  account  of  the  fact  that  44  out 
of  the  48  legislatures  are  meeting  this  year,  and  that  we  should  have  it 
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completed  and  put  before  them  before  their  adjournment.  We  have 
found  that  quite  a few  of  those  have  only  a 60-day  period  from 
January  1,  and  others  vary  by  constitutional  power  in  the  State  as  to 
how  long  they  shall  last.  Do  you  think  that  we  can  properly  digest 
this  tremendo'us  proposition  from  the  viewpoint  of  Federal  legislators 
and  submit  it  to  the  legislatures  that  will  adjourn  by  March  1? 

Senator  Hastings.  I think  it  is  perfectly  possible  for  us  to  get  it 
done  this  Congress  sometime.  I would  not  say  by  March  1.  I do 
not  think  it  can  be  done  by  that  time.  But  I call  attention  to  this 
added  difficulty:  You  have  48  legislatures  in  session.  I doubt 
whether  there  are  5 legislatures  out  of  the  48  that  have  given  any 
careful  study  to  this  subject.  Most  of  them  are  elected  annually. 
This  takes  real,  honest-to-goodness  thought  before  you  can  frame  a 
law  that  will  be  workable.  I think  that  if  every  legislature  should 
from  this  time  on  give  its  full  attention  to  this  subject  it  would  not 
be  possible  for  them  to  pass  reasonable  laws  agreeable  with  what  we 
are  likely  to  do  here.  I think  it  is  not  a practical  suggestion.  I think 
that  it  is  a mistake  to  hurry  this  thing  along.  I think  that  the  sugges- 
tion I make,  which  is  a simple  one,  of  letting  the  Federal  Government 
agree  to  appropriate  certain  sums  of  money,  whatever  Congress  is 
willing  to  appropriate,  upon  a certain  condition,  and  a very  simple 
condition,  too — and  it  ought  to  be  as  simple  as  possible — in  the  old-age 
pension  I would  put  but  two  conditions  to  it:  Fix  the  amount  that 
we  would  contribute  on  condition  that  they  would  contribute  a like 
amount,  and  for  the  age  limit.  If  they  wanted  to  fix  it  at  70,  well 
and  good.  We  would  make  our  contribution  just  the  same.  If  they 
wanted  to  pay  the  people  at  64,  they  would  have  to  pay  it  out  of 
their  own  funds  and  not  out  of  ours.  That  is  a simple  thing.  The 
legislatures  can  take  care  of  that  situation.  If  their  financial  con- 
ditions will  permit  it,  they  can  do  it  quickly.  But  with  all  of  this 
complicated  system,  it  will  take  not  a few  weeks,  not  a few  months,  it 
will  take  in  my  judgment  2 or  3 years  of  careful  study. 

What  legislatures  ought  to  do,  in  my  judgment,  is  to  appoint  com- 
mittees to  make  these  studies  and  to  make  recommendations  to  the 
next  legislature.  That  is  what  has  been  done  with  the  Federal 
Government.  This  committee  that  is  recommending  this  legislation 
has  been  working  on  it  for  months,  and  with  all  of  their  study  there 
are  hardly  two  of  them  that  are  in  agreement  on  just  what  ought  to 
be  done,  because  it  is  a difficult  problem. 

Mr.  Treadway.  I would  just  add  this  observation 

Senator  Hastings  (interposing).  I am  afraid  we  are  taking  too 
much  of  the  time  of  the  committee,  is  the  only  thing. 

Mr.  Treadway  (continuing).  — as  to  members  of  the  legislatures 
studying  this  problem.  I should  assume  that  members  of  the  legis- 
lature in  Louisiana  have  not  had  much  time  to  study  it. 

Mr.  Hill.  You  suggest  a constitutional  question.  I am  sure  this 
committee  would  be  very  much  interested  in  getting  your  views  upon 
those  questions.  Regardless  of  what  may  be  considered  desirable  of 
one  kind  or  another  in  this  social-insurance  program,  if  a certain  plan 
which  might  be  favorabty  considered  by  the  committees  of  Congress 
should  present  questions  involving  constitutional  inhibitions,  it  would 
be  useless  to  go  ahead  and  adopt  such  a plan  if,  when  adopted,  it  is 
unconstitutional  and  cannot  be  enforced.  I understand  you  have 


ECONOMIC  SECURITY  ACT 


913 


grave  doubt  as  to  the  constitutionality  of  the  tax  which  is  proposed 
to  be  levied  here  under  the  old-age-annuity  system.  It  that  true? 

Senator  Hastings.  That  is  true. 

Mr.  Hill.  Do  you  also  have  doubts  as  to  the  constitutionality  of 
the  tax  proposed  to  be  imposed  with  reference  to  the  unemployment 
compensation  feature  of  the  bill? 

Senator  Hastings.  Yes.  But  may  I qualify  my  answer  by  saying 
that  I have  not  given  that  very  careful  study,  because  my  experience 
in  the  Senate  leads  me  to  believe  that  it  is  not  worth  while  to  argue 
constitutional  questions.  If  the  Senate  is  in  favor  of  a thing,  they 
go  ahead  frequently  and  ignore  that. 

But  I go  upon  this  theory:  The  Federal  Government  can  tax  only 
for  governmental  purposes.  If  it  were  the  primary  duty  of  the 
Federal  Government  to  take  care  of  the  aged  and  to  take  care  of  the 
unemployed,  I think  the  Constitution  would  permit  us  to  pass  this 
legislation.  But  it  is  not  the  Federal  Government’s  primary  duty, 
it  is  the  State’s  primary  duty.  That  is  the  reason  that  the  State 
may  enact  such  a law  and  the  Federal  Government  may  not.  That 
is  more  or  less  of  a curbstone  opinion,  because  I have  not  given  very 
serious  thought  to  it. 

Mr.  Hill.  Of  course,  the  Federal  Government  has  been  to  a large 
extent  taking  care  of  the  unemployed  and  those  in  need  throughout 
the  country  through  the  relief  measures  now  being  administered  out 
of  Federal  funds. 

Senator  Hastings.  Yes;  and  if  the  question  were  raised  the  chances 
are  that  under  a strict  construction  of  the  Constitution  that  would 
not  be  within  the  Constitution. 

Mr.  Hill.  That  is  a very  interesting  question.  I am  not  arguing, 
I am  simply  trying  to  elicit  some  information  here  for  the  committee 
and  for  myself.  Why  do  you  say  that  it  is  not  the  primary  duty  of 
the  Federal  Government  to  take  care  of  the  needy  and  the  unem- 
ployed, and  that  it  is  the  primary  duty  of  the  State  to  do  those  things? 

Senator  Hastings.  I thought  that  that  was  universally  agreed. 

Mr.  Hill.  That  may  be,  but  upon  what  is  it  based? 

Senator  Hastings.  It  is  based  on  the  theory  that  the  States  with- 
held all  their  powers  that  they  did  not  give  up  to  the  Federal  Govern- 
ment, and  kept  for  themselves  not  only  the  duty  but  the  responsibil- 
ity of  taking  care  of  their  own  people.  That  has  been  the  history  of 
this  country.  We  never  heard  of  a Federal  almshouse.  The  Federal 
Government  has  never  gone  into  any  of  that,  except  upon  the  theory 
that  it  was  to  take  care  of  persons  for  our  national  defense.  We  take 
care  of  our  old  soldiers.  That  is  all  that  we  have  ever  done  up  to  this 
time.  It  has  always  been  considered  and  never  has  been  disputed 
that  these  questions  are  primarily  duties  of  the  communities  where 
the  people  live. 

Mr.  Hill.  That  is  because  the  States  heretofore  have  been  meas- 
urably able  to  take  care  of  those  situations. 

Senator  Hastings.  That  is  true. 

Mr.  Hill.  But  suppose  the  demand  for  relief  has  become  so  wide- 
spread that  the  States  are  unable  to  do  that  and  the  situation  has 
got  to  the  point  where  it  threatens  the  very  existence  of  the  Federal 
Government.  Then  would  there  be  any  duty  or  any  power  on  the 
part  of  the  Federal  Government  to  come  in  and  protect  itself  through 
relieving  this  distress? 
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Senator  Hastings.  I think  there  is  this  distinction  to  be  drawn. 
I think  there  is  a distinction  to  be  drawn  between  using  the  general 
funds  of  the  Government  for  these  purposes  and  laying  a special  tax 
for  a particular  purpose.  I do  not  think,  for  instance,  that  the  Fed- 
eral Government  could  lay  a special  tax  for  the  purpose  of  taking 
care  of  the  unemployed  and  pay  it  out  of  its  own  funds,  collect  it  and 
pay  it  out  itself.  I do  not  think  that  could  be  done.  I think  there 
is  a distinction  to  be  made  on  funds  that  are  collected  for  general 
purposes  and  that  may  be  used  for  the  general  purposes  of  the  Gov- 
ernment. If  the  Government  gets  into  that  position,  it  might  use 
that  fund  out  of  that  general  fund  for  that  purpose. 

Mr.  Hill.  Assuming  the  soundness  of  that  view,  and  assuming 
that  it  is  necessary  for  the  Federal  Government  to  give  aid  to  the 
States  in  relieving  this  situation,  as  I understand  you  to  suggest, 
rather  than  taking  the  whole  burden  upon  itself  through  the  Federal 
tax  for  that  specific  purpose,  where  would  you  suggest  that  we  get  the 
money  for  that? 

Senator  Hastings.  Out  of  the  general  fund. 

Mr.  Hill.  It  has  to  come  into  the  general  fund  from  some  source. 

Senator  Hastings.  Yes. 

Mr.  Hill.  Have  you  any  suggestions  you  desire  to  make? 

Senator  Hastings.  That  is  going  into  the  tax  question,  which  is  a 
very  complicated  question. 

Mr.  Hill.  There  has  been  some  suggestion  here  by  witnesses  that 
this  money  be  provided  to  the  general  fund  and  then  paid  out  of  the 
general  fund,  but  that  the  money  come  from  an  increase  of  taxes  on 
incomes,  both  corporate  and  individual,  on  estates,  and  on  gifts. 

Senator  Hastings.  I do  not  see  why  it  should  be  necessary  to  levy 
a special  tax  for  this  purpose.  If  you  are  going  to  add  this  burden  to 
the  Budget,  you  might  just  as  well  add  to  your  Treasury  fund  from 
whatever  tax  the  Congress  concludes  is  the  easiest  tax  for  the  people 
to  pay  and  the  best  source  on  which  to  levy  it.  I think  it  is  very 
important  that  we  should  not  undertake  to  levy  a tax  for  a specific 
purpose. 

Mr.  Hill.  Suppose  we  should  levy  a tax  on  pay  rolls  and  put  it  into 
the  general  fund,  and  then  appropriate  out  of  the  general  fund  moneys 
to  take  care  of  this  unemployment  compensation  and  old-age  annu- 
ities. Would  that  be  constitutional? 

Senator  Hastings.  I think  you  are  a little  nearer  to  it.  I think  it 
is  not  so  objectionable. 

Mr.  Hill.  You  would  at  least  eliminate  the  question  of  levying 
a tax  for  a special  purpose,  and  applying  the  moneys  received  from 
that  tax  to  that  special  purpose. 

Senator  Hastings.  Yes.  If  you  levy  a general  tax  and  put  it  into 
the  fund,  it  is  very  difficult  to  raise  the  question  of  what  the  Congress 
does  with  the  money  that  has  been  raised  by  taxation.  That  is  a 
very  difficult  question  to  raise  in  the  first  place."  But  if  jmii  undertake 
to  levy  the  tax  for  a specific  purpose  that  question  may  be  raised, 
as  to  the  constitutionality  of  that  tax.  But  if  it  is  for  general  pur- 
poses, you  eliminate  it.  That  is  one  of  the  ways  of  getting  around  it. 

Mr.  Hill.  Do  you  think  you  would  eliminate  this  popular  objection 
that  you  referrred  to  earlier  in  your  statement  by  levying  a tax  on 
pa}-  rolls  and  on  the  earnings  of  employees,  and  placing  that  money 
in  the  Treasury  without  the  provision  that  it  shall  be  applied  to  the 
specific  purposes  provided  in  this  bill? 
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Senator  Hastings.  I would  leave  the  tax  to  be  levied  upon  the 
employer  or  the  employee  wholly  with  the  State,  and  I would  not 
touch  that,  because  you  want  to  leave  some  place  for  the  State  to 
get  its  money  if  you  are  going  to  have  the  State  bear  a greater  portion 
of  this  burden,  as  I would  under  the  unemployment  insurance. 

Mr.  Hill.  Then  you  would  have  a spotted  condition.  Some 
States  would  not  make  provision  for  that,  others  would. 

Senator  Hastings.  I would  leave  it  to  the  State  to  say  whether  it 
should  be  on  pay  rolls,  whether  it  should  be  a sales  tax,  or  whether 
they  were  wealthy  enough  to  pay  it  out  of  the  general  funds  without 
increasing  their  taxes  at  all.  That,  it  seems  to  me,  is  a thing  that  the 
State  is  entitled  to  have.  I insist  that  the  State  ought  not  to  be 
compelled  to  adopt  a particular  kind  of  a tax  in  order  to  prevent  the 
tax  that  the  Federal  Government  has  laid  upon  it  being  taken  out 
of  the  State. 

Mr.  Hill.  I take  it  that  you  would  object,  too,  to  the  States 
being  compelled,  if  we  use  that  word,  to  levy  any  kind  of  a tax,  whether 
it  is  a particular  kind  of  a tax  or  not. 

Senator  Hastings.  That  is  exactly  right. 

Mr.  Hill.  To  levy  any  kind  of  a tax  to  meet  a situation  which  the 
Congress  might  think  should  be  made  uniform  throughout  the  country. 

Senator  Hastings.  That  is  correct. 

Mr.  Hill.  So  that  there  would  be  no  inducement  at  all — we  will 
not  use  the  word  “ compulsion” — to  bring  the  States  within  a kind 
of  a uniform  system  whereby  each  State  would  take  care  of  the 
unemployed  situation  within  its  limits,  but  you  would  leave  to  each 
State  whether  it  did  that  or  whether  it  did  not  do  that. 

Senator  Hastings.  That  has  been  my  own  difficulty,  to  find  that 
inducement.  The  only  inducement  that  I have  suggested  is  that  the 
Federal  Government  contribute  something  to  the  State. 

Mr.  Cooper.  Senator,  if  you  please,  sir;  we  have  been  led  to 
believe  all  along  that  the  underlying  principle  supporting  the  idea 
of  levying  a Federal  excise  tax  for  unemployment  insurance  was  the 
necessity  of  meeting  the  competition  question  that  would  arise;  in 
other  words,  if  it  were  left  entirely  to  the  States,  one  State  might  levy 
a tax  and  another  State  might  not,  and  a certain  industry  operating 
in  those  two  States  might  find  itself  taxed  in  one  State  and  not  taxed 
in  the  other.  Therefore,  the  question  of  competition  that  enters 
into  the  field  of  industry  would  be  a very  serious  question  that  would 
have  to  be  encountered.  I believe  it  has  been  rather  clearly  shown 
all  along  that  it  is  highly  desirable  to  have  a uniform  rate  of  tax 
levied  on  industry  throughout  the  entire  country  so  as  not  to  produce 
a situation  where  the  industry  of  one  State  can  undersell  the  industry 
of  another  State  because  that  other  State  has  to  bear  a tax  that  it 
does  not. 

Senator  Hastings.  I think  that  is  very  important.  It  is  the  one 
argument  in  favor  of  this  bill  that  is  sound,  in  my  judgment, 
economically. 

Mr.  Cooper.  Is  it  not  an  argument  and  a reason  that  we  can 
hardly  get  away  from? 

Senator  Hastings.  Regardless  of  how  strong  that  reason  is  and 
how  sound  that  reason  may  be,  it  does  not  in  my  judgment  justify 
Congress  in  compelling  a State  to  do  what  Congress  thinks  is  well 
for  that  State,  or  have  a large  tax  taken  from  it  and  contributed  to  the 
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Federal  Government.  While  I think  your  argument  is  very  strong 
and  very  sound,  I do  not  think  it  overcomes  the  objection  that  I make. 

Mr.  Cooper.  You  do  not  think  it  overcomes  the  constitutional  or 
legal  question  that  would  be  involved? 

Senator  Hastings.  No;  or  the  practical  question,  either,  of  asking 
of  me  to  compel  our  respective  States  to  adopt  a particular  kind  of 
law  that  you  and  I may  agree  upon  that  is  good  for  that  State,  or  else 
have  3 percent  of  the  tax  upon  its  pay  roll  taken  from  it,  leaving  it  to 
take  care  of  its  unemployed  in  some  other  way.  I do  not  think  that 
there  is  anything  that  can  overcome  that  argument,  from  my  point  of 
view. 

Mr.  Cooper.  Recognizing  the  soundness  of  the  contention  that  is 
made,  which  you  very  frankly  do,  with  reference  to  the  question  of 
competition,  from  a practical  standpoint  how  could  we  have  any 
unemployment  insurance  system  in  this  country  without  that  very 
principle  being  observed  in  it? 

Senator  Hastings.  I think  that  there  might  be  worked  out  with  a 
little  time  through  the  governors’  conferences,  and  what  not,  agree- 
ments among  the  States,  particularly  adjoining  States,  as  to  the  kind 
of  a law  each  State  would  adopt,  which  would  put  us  in  a position, 
assuming  it  to  be  constitutional,  where  the  States  would  come  to  us 
and  ask  us  to  pass  this  kind  of  a law.  I do  not  know  of  any  State 
that  has  asked  Congress  to  pass  this  particular  legislation  with  respect 
to  unemployment  except  the  State  of  New  York,  and  I saw  that  by 
last  night’s  paper. 

Mr.  Cooper.  I think  wTe  have  been  very  definitely  impressed  with 
the  statements  that  have  been  made  both  in  this  hearing  and  in  the 
hearing  held  by  the  subcommittee  of  this  committee  during  the  last 
Congress,  of  which  I had  the  privilege  of  being  a member,  solely  on 
the  question  of  unemployment  insurance,  that  in  order  to  meet  this 
question  of  competition  it  would  have  to  be  a national  tax,  levied  on  the 
industries  of  all  States  of  the  Union;  that  otherwise  it  could  not  be 
worked  out  on  a practical  basis  and  made  effective. 

Senator  Hastings.  If  I were  going  to  take  a chance  on  the  Constitu- 
tion, I would  adopt  Secretary  Morgenthau’s  suggestion  made  before 
this  committee  yesterday,  but  I would  add  to  it  and  make  a part  of 
it  unemployment  insurance,  and  then  I would  provide  that  the  States, 
through  some  commissions  that  they  appoint  to  administer  it,  should 
give  the  man  who  has  accumulated  over  a period  of  years — maybe 
a few  years  and  maybe  many  years- — an  opportunity,  when  he  gets 
into  a difficult  position  and  where  he  is  about  to  be  thrown  upon  chari- 
ity,  to  have  somebody  pass  upon  it  and  say  how  much  he  may  draw 
down  of  that  fund  that  has  been  accumulated.  If  he  had  been  for- 
tunate enough  to  work  for  45  years  without  drawing  any  of  it,  being 
healthy  and  being  employed  all  the  time,  then  he  would  have  enough 
to  retire  on  and  go  his  way,  and  there  would  be  no  responsibility  on 
anybody.  But  if  in  the  meantime  he  met  with  reverses,  he  would 
have  his  own  fund,  and  that  body  administering  that  law  would  pass 
upon  the  question  of  when  he  could  draw  it  down  and  when  he  could 
not  draw  it  down.  I think  if  it  could  be  done  constitutionally,  that 
suggestion  of  enforced  thrift,  not  only  for  the  old-age  pension  but  for 
unemployment  insurance,  could  be  combined  to  perhaps  more  ad- 
vantage to  the  country. 

Mr.  Vinson.  Senator,  do  I understand  you  to  object  to  the  States 
evying  pay-roll  taxes  to  provide  the  unemployment-insurance  fund? 
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Senator  Hastings.  No;  not  all.  I am  perfectly  satisfied  for  the 
States  to  do  it,  and  it  is  probably  the  only  way  in  which  it  can  be  done. 

Mr.  Vinson.  Is  there  anything  in  this  bill  that  provides  how  the 
moneys  shall  be  raised  by  the  State  to  provide  the  unemployment 
insurance  fund? 

Senator  Hastings.  It  provides  the  Federal  tax  of  3 percent  upon 
the  pay  roll,  90  percent  of  which  may  be  held  as  a credit,  if  they  pay 
it  to  some  State  fund  on  account  of  unemployment  insurance. 

Mr.  Vinson.  The  point  is  that  there  is  no  mandatory  provision  in 
this  act,  so  far  as  I can  see — I would  be  happy  to  have  it  pointed  out 
if  it  is  otherwise — that  tells  the  State  the  manner  in  which  they  will 
raise  the  revenue  that  they  place  in  the  unemployment  insurance 
fund,  and  which  they  transmit  to  the  Federal  Treasury  as  a credit 
upon  this  3-percent  pay-roll  tax.  The  State  may  rasie  that  money  by 
pay-roll  tax  paid  entirely  by  the  employer  or  in  part  by  the  employer 
and  in  part  by  the  employee,  or  it  may  get  the  money  from  any  other 
source  that  they  may  see  fit.  Is  that  your  understanding? 

Senator  Hastings.  I think  that  is  true.  But  let  me  point  out 
from  a practical  point  of  view  that  would  mean,  unless  they  did  adopt 
the  pay-roll  tax,  that  the  employer  was  paying  a 3-percent  tax  whi’e 
the  money  may  be  collected  for  that  purpose  from  the  citizens  every- 
where in  a geneial  tax.  So  that  from  a practical  point  of  view  the 
State  must  adopt  the  tax  on  the  pay  roll. 

Mr.  Vinson.  Do  you  not  think  from  the  fact  that  there  would  be  a 
3-percent  Federal  pay-roll  tax  that  it  would  not  be  very  hard  for  a 
State  legislature  to  be  persuaded  to  have  taxes  raised  by  the  State  in 
the  manner  that  the  people  of  that  State  wanted  them  to  be  raised,  in 
order  for  them  to  have  the  90-percent  credit  upon  the  3-percent 
Federal  tax? 

Senator  Hastings.  I think  they  will  rather  hasten  to  get  the  job 
done,  and  that  is  what  I object  to. 

Mr.  Vinson.  You  object  to  their  hastening  to  get  it  done? 

Senator  Hastings.  I object  to  our  forcing  them  to  hasten  to  do  it. 
In  other  words,  you  are  going  to  take  away  from  the  employer  in 
every  State  a 3-percent  tax,  and  the  legislature  is  going  to  say:  “We 
cannot  afford  to  let  that  tax  go  out  of  this  State.  We  must  secure  that 
fund  for  this  State.  The  only  practical  way  in  which  we  can  do  it  is 
to  lay  a 3-percent  tax  upon  the  employer  ourselves.” 

Mr.  Vinson.  They  may  levy  that  tax  upon  the  employer  or  they 
may  not.  I am  reading  from  the  report  of  the  Committee  on  Economic 
Security,  if  you  please,  so  that  we  will  get  that  plainly  as  to  the  intent 
of  this  bill,  Senator.  It  is  under  the  heading  of  “Suggestions  for 
State  legislation”  on  the  unemployment-insurance  contributions 
[reading]: 

Contributions. — The  State  should  make  all  contributions  compulsory  and  may 
require  them  from  employers  alone,  or  from  employers  and  employees,  with  or 
without  contributions  by  the  State  government. 

Benefits. — The  States  should  have  freedom  in  determining  their  own  waiting 
periods,  benefit  rates,  maximum-benefit  periods,  and  so  forth. 

It  seems  to  me  that  that  gives  the  State  power  to  raise  that  money 
as  they  deem  best. 

Senator  Hastings.  I agree  with  that.  But  let  me  point  out  this: 
Will  they  not  in  fairness  to  the  employer  levy  3 percent  tax  upon  the 
employer?  Because  the  employer  will  say  to  them,  “We  have  to  pay 
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this  tax  anyway,  so  we  will  invite  yon  to  levy  the  3 percent  on  us.’’' 
Why  not? 

Mr.  Vinson.  What  difference  does  it  make  to  the  employer  how  the 
State  legislature  raises  the  tax.  They  have  this  here  of  3 percent  but 
that  amount  raised  under  the  Federal  levy  has  this  State  credit  of 
90  percent. 

Mr.  Hill.  I want  to  call  attention  to  602,  as  to  credits,  and  the 
question  is  who  gets  the  credit,  whether  the  State  can  get  the  credit 
or  whether  the  man  who  pays  the  tax  within  the  State  gets  the  credit, 
in  other  words,  the  employer. 

Mr.  Vinson.  Within  the  State? 

Mr.  Hill.  Yds;  within  the  State.  Let  me  read  602: 


Any  employer  may  credit  against  the  tax  thus  due 

Mr.  Vinson.  That  is  a credit  against  the  Federal  tax  payment. 

Mr.  Hill.  Wait  a minute.  He  credits  against  the  Federal  tax,  up 
to  90  percent  of  the  tax,  the  amount  of  his  contributions  for  the 
taxable  quarter  to  any  unemployment  fund  under  any  State  law.  The 
credit  goes  to  the  man  who  pays  the  Federal  tax,  not  to  the  State. 
I think  that  is  probably  a question  which  may  be  very  important  here 
in  this  discussion. 

Senator  Hastings.  I thank  you,  Congressman,  because  I was 
mixed  for  a moment  on  it.  That  is  absolutely  correct.  Before  he 
can  get  any  credit  he  has  to  show  that  he  has  paid  to  the  State  this 
3 percent.  Now,  I call  your  attention  to  this  fact:  What  that  com- 
mittee witness  there  had  in  mind  was  that  this  3 percent  would  not 
be  sufficient,  and  the  State  would  want  to  add  to  it.  In  order  to  add 
to  it  they  might  tax  the  employee,  they  might  raise  it  by  general 
funds,  and  they  might  do  all  of  those  things.  But,  as  is  pointed  out, 
before  the  employer  can  get  the  credit  for  that  90  percent,  he  has  to 
show  that  he  has  paid  into  some  sort  of  a fund  that  much  money. 

Mr.  Vinson.  Let  us  follow  that  up.  I am  particularly  referring 
to  the  suggestion  made  by  the  gentleman  from  Washington.  In 
subsection  5 of  section  407  on  page  31,  we  find  this  language: 

All  of  the  money  raised  by  contributions  of  employers  and  employees  under 
such  State  law  is  deposited  upon  collection  to  become  a part  of  the  unemployment 
trust  fund  established  under  title  VI  of  this  act — 

And  title  VI  of  the  act  is  the  imposition  of  tax  title — 

and,  upon  being  requisitioned,  is  extended  solely  in  the  payment  of  unemployment 
compensation. 

The  language  that  the  gentleman  from  Washington  read  seems  to 
indicate  that  it  refers  to  the  payment  of  the  employer,  but  taking  the 
context  of  the  bill,  it  occurs  to  me  that  it  is  really  referring  to  the 
amount  of  tax  raised  in  the  State. 

Mr.  Hill.  If  you  will  pardon  an  observation  there,  the  credit, 
however,  goes  to  the  employer,  the  man  who  pays  this  Federal  tax. 
If  the  employee  pays  a State  tax  under  a State  law,  he  gets  no  credit 
because  he  has  paid  no  Federal  tax. 

Mr.  Vinson.  Let  us  see  what  that  would  be.  You  have  a 2-to-l 
proposition  in  the  States,  2 percent  by  the  employer  and  1 per- 
cent by  the  employee,  then  if  the  employer  got  only  2-percent  credit 
for  what  he  paid,  2 percent,  there  would  still  be  a 1-percent  additional 
tax  he  would  have  to  pay. 
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Senator  Hastings.  That  is  right. 

Mr.  Vinson.  Consequently  I do  not  think  that  is  the  intention  at 
all. 

Senator  Hastings.  That  would  go  into  the  general  fund.  From  a 
practical  point  of  view,  if  the  State  wants  only  to  levy  a 3-percent 
tax  to  take  care  of  the  unemployed,  it  is  undoubtedly  going  to  levy  it 
on  the  employer,  because  the  employer  pays  to  them  and  gets  a credit 
from  the  Federal  Government. 

Mr.  Vinson.  In  some  States  they  do  and  in  some  States  they  do 
not.  In  some  States  they  split  it  between  the  employer  and  employee. 

Senator  Hastings.  But  certainly,  in  order  to  prevent  the  Federal 
Government  from  getting  that  money,  every  State  is  going  to  impose 
that  3-percent  tax  upon  the  employer.  That  is  the  only  way  in  which 
they  can  save  it  for  themselves.  It  is  true  that  there  is  nothing  to 
prevent  the  State  from  taxing  the  employee  and  from  adding  to  it 
through  any  general  fund. 

I thank  the  committee. 

The  Chairman.  We  thank  you,  Senator,  for  your  appearance  and 
the  information  you  have  given  the  committee. 

STATEMENT  OF  HON.  GEORGE  BURNHAM,  A REPRESENTATIVE 
IN  CONGRESS  FROM  THE  STATE  OF  CALIFORNIA 

Mr.  Burnham.  My  name  is  George  Burnham.  I am  a Representa- 
tive from  the  Twentieth  Congressional  District  of  California. 

Mr.  Chairman,  I am  here  this  morning  at  the  request  of  many  of  my 
constituents,  approximately  50,000  of  whom  are  anxious  that  the 
so-called  “Townsend  old-age  revolving  pension  plan”  should  be  en- 
acted into  law.  Dr.  Townsend  has  appeared  before  you  and  you 
have  heard  his  plan  explained  and  discussed. 

For  man}^  months  I have  cooperated  with  these  people  to  the  extent 
that  when  I received  many  petitions,  bearing  thousands  of  names, 
early  last  spring,  I filed  them  with  the  Speaker  of  the  House  of 
Representatives.  I secured  several  copies  of  the  plan  describing  the 
Townsend  revolving  pension  and  left  one  with  the  President,  one 
with  Miss  Perkins,  the  Secretary  of  Labor,  another  with  Harry  L. 
Hopkins,  Federal  Emergency  Relief  Administrator,  and  I took  one  to 
Dr.  Moulton,  president  of  the  Brookings  Insitution,  with  the  request 
that  he  have  it  analyzed.  I have  cooperated  with  them  to  that 
extent. 

They  have  urged  me  to  introduce  a bill  whereby  this  Townsend  plan 
might  be  enacted  into  law.  I told  them  that  I would  be  willing  to 
introduce  such  a bill,  but  that  did  not  mean  that  it  would  be  enacted 
into  law.  I told  them  that  it  would  be  referred  to  a committee, 
undoubtedly  the  Committee  on  Ways  and  Means,  because  it  provided 
some  means  of  taxation.  I told  them  also  that  that  committee  was 
composed  of  24  or  more  intelligent,  fair-minded  business  and  pro- 
fessional men,  who  would  analyze  the  plan  from  every  angle.  I 
told  them  that  if  it  proved  to  be  economically  sound,  I would  support 
it  100  percent. 

I believe  that  Dr.  Townsend  is  honest,  earnest,  and  sincere. 
Whether  his  plan  is  sound  I am  not  able  to  determine.  That  is,  I 
have  not  had  the  time  to  attempt  to  figure  it  out  myself,  nor  do  I know 
that  it  has  been  thoroughly  analyzed  by  trained  economists,  those  who 
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are  capable  and  who  have  access  to  records  and  statistics  whereby 
they  might  determine  whether  the  plan  is  sound. 

This  morning  I received  a letter  from  California,  from  the  executive 
office,  signed  by  the  private  secretary  of  Governor  Merriam,  dated 
February  1,  1935.  [Reading:] 


Dear  Congressman  Burnham:  At  the  request  of  Governor  Merriam,  I am 
enclosing  herewith  certified  copy  of  Assembly  Joint  Resolution  No.  6,  chapter  30, 
memorializing  the  President  and  Congress  to  carefully  consider  what  is  known  as 
the  “Townsend  plan  of  old-age  revolving  pension.” 

This  resolution  was  adopted  by  the  California  Legislature  in  the  assembly  on 
January  18  and  in  the  senate  on  January  22. 

With  the  Governor’s  compliments  and  good  wishes. 

Very  truly  yours, 

Mark  Lee  Megladdery,  Jr., 

Private  Secretary. 


If  you  will  permit  me,  I would  now  like  to  read  this  resolution  from 
the  California  Assembly. 

The  Chairman.  Yes;  proceed  in  your  own  way. 

Mr.  Burnham  (reading): 


Assembly  Joint  Resolution  No.  6,  relative  to  memorializing  the  President  and 
Congress  to  carefully  consider  what  is  known  as  the  “Townsend  plan  of  old-age 
revolving  pension.” 

Whereas  the  care  of  the  dependent  aged  has  become  so  great  a financial  burden 
to  seme  States  that  the  economic  welfare  and  stability  of  such  States  are  seriously 
affe  tad  and  even  threatened;  and 

Whereas  the  problem  of  the  care  of  the  dependent  aged  has  recently  attained 
major  proportions  throughout  the  Nation,  owing  largely  to  the  increasing  mech- 
anization of  our  industrial  system  and  to  the  fact  that  the  economic  depression 
has  destroyed  the  financial  independence  of  a large  number  of  our  people,  includ- 
ing even  those  who  had  prudently  prepared  for  the  time  when  they  could  no 
longer  earn  a livelihood;  and 

Whereas  it  seems  wise  to  retire  from  industry  and  business  those  whose  effi- 
ciency is  declining  because  of  advancing  old  age,  thus  giving  more  opportunity 
for  employment  and  advancement  to  younger  workers;  and 

Whereas  experience  has  shown  that  when  ownership  of  property  disqualifies  the 
owner  for  receipt  of  an  old-age  pension,  a serious  injustice  is  effected  and  a 
penalty  imposed  upon  those  whose  prudence  and  thrift  has  led  them  to  prepare 
for  old  age  by  investment  in  a home  or  other  small  holdings,  but  who  have  no 
income  with  which  to  support  themselves  and  to  preserve  their  property,  par- 
ticularly since  there  is  often  no  market  for  the  property  ”;  and 

Whereas,  Dr.  F.  E.  Townsend,  of  Long  Beach,  Calif.,  has  devised  a plan  com- 
monly known  as  the  “Townsend  plan  of  old-age  revolving  pension”;  and 

Whereas  the  President  of  the  United  States  has  recognized  the  responsibility 
of  the  Federal  Government  in  this  matter  and  has  indicated  that  he  will  recom- 
mend to  the  Congress  of  the  United  States,  at  its  next  session,  that  there  be 
legislation  bearing  on  this  problem:  Now,  therefore,  be  it 

Resolved  by  the  Assembly  and  the  Senate  of  the  State  of  California,  jointly,  That  the 
President  and  the  Congress  of  the  United  States  is  hereby  respectfully  urged  to 
carefully  consider  the  enactment  of  an  old-age  pension  law  and  to  study  the 
“Townsend  plan  of  old-age  revolving  pension”;  and  be  it  further 

Resolved,  That  the  Governor  of  the  State  of  California  is  hereby  requested  to 
transmit  copies  of  this  resolution  to  the  President  and  Vice  President  of  the 
United  States,  to  the  Speaker  of  the  House  of  Representatives,  and  to  each 
Senator  and  Member  of  the  House  of  Representatives  from  California  in  the 
Congress  of  the  United  States,  and  that  such  Senators  and  Members  from  Califor- 
nia are  hereby  respectfully  urged  to  study  such  legislation. 


That,  Mr.  Chairman,  is  all  that  I am  asking,  that  this  committee 
give  a fair  and  impartial  hearing  to  this  plan  evolved  by  Dr.  Town- 
send. 

Mr.  Hill.  That  is  all  the  legislature  is  asking  this  Congress  to  do? 
Mr.  Burnham.  Yes. 


ECONOMIC  SECURITY  ACT 


921 


Mr.  Hill.  That  is,  to  give  a careful  study  to  the  Townsend  plan? 

Mr.  Burnham.  Yes.  There  are  many  features  of  the  plan,  I believe 
that  are  desirable ; so  far  as  the  economics  of  it  are  concerned,  I am  not 
prepared  to  go  into  that,  this  morning,  at  least.  But  I do  believe, 
however,  that  the  plan  should  be  submitted  to  statisticians  and  trained 
economists  who  are  qualified  to  fathom  it  and  analyze  it  from  every 
angle.  That  was  the  reason  I carried  a copy  of  it  to  Dr.  Moulton, 
president  of  Brookings  Institution . 

Mr.  Hill.  May  I ask  the  gentleman  from  California  whether  he  is 
advocating  the  passage  of  the  Townsend  old-age  pension  plan? 

Mr.  Burnham.  I will  say,  Mr.  Hill,  that  I believe  that  the  bill  as 
prepared  and  introduced  is  very  loosely  drawn.  There  are  some  fea- 
tures of  it  that  look  reasonable  and  feasible,  and  would  undoubtedly  be 
a boon  to  humanity. 

. Mr.  Hill.  Is  the  gentleman  from  California  advocating  the  plan? 

Mr.  Burnham.  I am  not  advocating  it  in  its  entirety  at  this  time; 
no.  I have  not  had  the  means  nor  the  time  to  study  it  or  have  it 
analyzed.  I have  talked  to  Dr.  Townsend  and  I have  asked  him, 
“Why  do  you  not  place  this  before  some  trained  economists?”  He 
told  me  that  it  would  cost  $15,000  to  do  that,  and  he  does  not  have 
the  money. 

The  Chairman.  He  testified  here  the  other  day  that  they  had 
already  raised  $40,000.  Surely  he  could  not  spend  it  for  any  better 
purpose  than  to  get  statistical  facts. 

Mr.  Burnham.  Absolutely  true.  I agree  with  you.  But  I know 
nothing  about  their  organization,  except  that  there  are  approximately 
50,000  of  my  constituents  who  are  urging  me  to  see  that  this  bill  is 
brought  before  this  committee  for  fair  and  impartial  hearing. 

Mr.  Hill.  I understand  you  to  say  you  have  submitted  it  to  Dr. 
Moulton  of  the  Brookings  Institute. 

Mr.  Burnham.  Yes. 

Mr.  Hill.  You  have  asked  him  for  an  analysis  of  it? 

Mr.  Burnham.  Yes. 

Mr.  Hill.  Have  you  received  any  analysis  from  him? 

Mr.  Burnham.  Yes;  I received  a letter  from  Dr.  Moulton  a few 
days  after  I left  it  with  him.  He  said  there  were  some  features  of  it 
very  desirable. 

Mr.  Hill.  Do  you  have  the  letter? 

Mr.  Burnham.  Yes;  in  my  files  in  my  office.  I do  not  have  it 
with  me.  I did  not  expect  to  go  into  that  phase  of  it  this  morning. 
I would  be  glad  to  submit  it  to  the  committee.  In  substance,  it  was 
this,  that  you  could  not  use  an  old-age  insurance  plan  for  the  purpose 
of  bringing  about  economic  recovery  in  this  country.  I think  myself 
that  he,  like  many  others,  jumped  at  the  conclusion  that  it  would 
require  some  24  billions  of  dollars  per  annum  to  pay  this  proposed 
insurance  to  the  elderly  people.  Of  course,  it  would  not  require  any 
such  sum  as  that,  as  I understand  it.  There  are  some  10,300,000 
people  in  this  country  who  have  reached  the  age  of  60  years.  They 
would  not  all  be  eligible.  Many  of  them  would  not  desire  it.  Many 
men  who  have  reached  the  age  of  60  years  are  still  gainfully  employed 
as  executives.  Many  also  are  not  naturalized  citizens.  Some  have 
criminal  records.  It  is  estimated  that  there  would  be  approximately 
5,000,000  people  in  this  country  who  have  reached  the  age  of  60 


110098— 35— No.  13- 


3 


922 


ECONOMIC  SECURITY  ACT 


years  who  would  be  eligible  and  perhaps  apply  for  this  pension.  In 
that  case  it  would  be  a billion  dollars  a month,  or  12  billion  dollars 
a year,  and  not  24  billion  dollars. 

Mr.  Hill.  Dr.  Townsend  himself,  as  I recall,  estimated  that 
approximately  7%  million  people  would  qualify,  and  it  would  cost  a 
billion  and  a half  dollars  a month  to  pay  the  $200  pensions.  As  I 
understand,  that  is  their  own  testimony,  about  $18,000,000,000, 
according  to  their  own  statement. 

Mr.  Burnham.  I heard  Dr.  Townsend  make  that  statement  here 
the  other  day.  Of  course,  those  are  all  estimates.  That  is  the  reason 
I say  that  we  should  have  the  actual  figures  and  the  statistics,  which 
I presume  are  available. 

Mr.  Hill.  How  would  you  get  those  until  you  began  qualifying 
these  people  for  these  pensions? 

Mr.  Burnham.  They  would  be  available  to  this  committee.  I 
presume  this  committee  could  secure  those  facts  and  figures  perhaps 
easier  than  Dr.  Townsend  might. 

Mr.  Hill.  The  gist  of  your  testimony  is  that  you  are  taking  a 
neutral  stand,  you  are  not  for  the  bill  and  you  are  not  against  it.  Is 
that  it? 

Mr.  Burnham.  Mr.  Hill,  I will  state  this,  that  for  many  years  I 
have  been  an  ardent  advocate  of  a liberal  old-age-pension  plan.  I 
believe  that  the  aged  people  should  be  adequately  cared  for  and  not 
be  made  to  feel  that  they  are  objects  of  charity. 

Mr.  Hill.  We  ail  agree  with  that,  but  are  you  for  the  Townsend 
plan?  That  is  what  I am  getting  at. 

Mr.  Burnham.  I understand  that  the  Townsend  bill 

Mr.  Hill.  Well,  are  you  for  it? 

Mr.  Burnham.  Is  to  be  rewritten. 

Mr.  Knutson.  Will  the  gentleman  yield  right  there? 

Mr.  Hill.  No.  I want  an  answer  to  my  question.  Are  you  for 
the  Townsend  plan? 

Mr.  Knutson.  You  will  be  if  we  report  it  out. 

Mr.  Hill.  Wait  a minute.  This  is  my  question:  Are  you  for  the 
Townsend  plan? 

Mr.  Burnham.  All  right,  Mr.  Hill,  I will  be  glad  to  answer  your 
question.  I cannot  answer  it  directly  “yes”  or  “no” — yes;  I will 
answer  it  “yes”  or  “no.” 

Mr.  Hill.  That  is  all  I want  to  know. 

Mr.  Burnham.  The  Townsend  bill — - — 

Mr.  Hill.  I did  not  ask  you  about  the  Townsend  bill.  I said  the 
plan. 

Mr.  Burnham.  Introduced  by  Mr.  McGroarty,  as  it  is  drawn,  I do 
not  think  that  it  is  practical. 

Mr.  Hill.  Are  you  for  the  Townsend  plan? 

Mr.  Burnham.  Some  phases  of  it,  yes;  absolutely  and  emphati- 
cally, yes. 

Mr.  Hill.  What  phases,  now?  We  will  get  particulars. 

Mr.  Burnham.  I am  in  favor  of  paying  the  old  people  a liberal 
pension;  those  who  are  entitled  to  it. 

Mr.  Hill.  That  is  not  peculiarly  the  Townsend  plan.  There  are 
a lot  of  plans  of  that  kind. 

Mr.  Burnham.  I will  say  that  I am  in  favor  of  a liberal  old-age 
pension  plan. 
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Mr.  Hill.  But  you  are  not  saying  you  are  for  the  Townsend  plan? 

Mr.  Burnham.  I do  not  care  what  the  name  is. 

Mr.  Knutson.  I take  it  from  your  remarks  that  you  are  in  favor 
of  the  most  liberal  old-age  pension  that  it  is  possible  for  this  com- 
mittee to  report  out. 

Mr.  Burnham.  That  is  practical;  yes. 

Mr.  Knutson.  And  if  this  committee  reports  on  the  Townsend 
bill,  you  will  vote  for  it. 

Mr.  Burnham.  If  the  committee  reports  the  measure  I would  con- 
sider it  sound. 

Mr.  Hill.  Let  us  have  an  answer  to  that. 

Mr.  Knutson.  I will  withdraw  that  question. 

Mr.  Hill.  No;  I think  the  witness  wants  to  answer  it. 

Mr.  Treadway.  I would  like  to  intrude  there  just  a moment,  by 
making  the  remark  that  there  is  no  obligation  on  the  witness  to  answer 
such  a question.  The  proponent  of  the  question  wants  to  withdraw  it. 
I can  see  why  he  wants  to  withdraw  it,  because,  whatever  bill  this 
committee  should  report  out,  it  would  not  be  labeled  the  Townsend 
plan,  probably.  I do  not  know  when  we  have  ever  passed  a bill 
that  was  not  changed  in  this  committee,  except  when  sent  up  here  by 
the  present  administration.  That  has  occurred.  But  I think  it  is 
unfair  for  the  gentleman  from  Washington  to  insist  that  the  witness 
should  answer  a question  of  that  character,  because  perhaps  when  the 
Townsend  bill  was  actually  reported  out,  if  ever,  it  would  not  carry 
the  ideas  that  it  now  does  nor  have  the  provisions  in  it  that  it  now 
does. 

Mr.  Hill.  Now  will  the  gentleman  yield  to  me? 

Mr.  Treadway.  Certainly,  but  I still  insist  the  gentleman  has  the 
right 

Mr.  Hill.  The  gentleman  from  Minnesota  asked  him  whether  if 
the  committee  would  report  out  the  bill  he  would  support  it. 

Mr.  Knutson.  I did  not  yield  to  the  gentleman. 

Mr.  Treadway.  No.  I intruded  and  said  that  the  gentleman 
should  not  be  asked  to  answer  a question  of  that  character. 

Mr.  Knutson.  The  gentleman  from  California  will  vote  for  the 
most  liberal  bill  that  this  committee  sees  fit  to  report  out.  That  is, 
you  will  take  the  judgment  of  the  committee? 

Mr.  Burnham.  I will  state  this,  that  I have  absolute  confidence  in 
the  judgment  and  in  the  fairness  of  the  members  of  this  committee, 
and  will  be  guided  largely  by  their  recommendations.  All  I am  asking 
today  is  that  this  plan  submitted  by  Dr.  Townsend  be  given  serious 
consideration. 

Mr.  Treadway.  Now,  Congressman 

Mr.  Hill.  Will  the  gentleman  yield  to  me  for  a question  now? 

Mr.  Treadway.  Not  for  the  question  you  have  tried  to  crowd  in. 
Let  me  finish  with  him,  and  then  you  can  take  him.  I have  the 
witness  in  hand.  I do  not  admit  the  fairness  of  the  question  that 
you  are  trying  to  press  on  him  and  therefore  prefer  not  to  have  it 
asked,  in  my  time ; if  he  sees  fit  to  make  a direct  answer  to  you  later, 
that  is  your  privilege.  But  let  me  have  a word  here  now  just  for  a 
moment. 

From  your  knowledge  of  the  method  in  which  this  committee 
carries  on  its  work,  you  would  expect,  would  you  not,  that  any  sugges- 
tion coming  to  this  committee  from  as  many  citizens  as  evidently 
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have  signed  up  in  favor  of  the  Townsend  bill  would  receive  the  careful 
consideration  that  you  are  asking  of  this  bill? 

Mr.  Burnham.  Yes. 

Mr.  Treadway.  You  would  expect  that,  would  you  not? 

Mr.  Burnham.  I certainly  would. 

Mr.  Treadway.  Your  experience  with  and  knowledge  of  the  work- 
ing of  this  committee  guarantees  that  it  will  have  that  treatment  by 
this  committee? 

Mr.  Burnham.  Yes. 

Mr.  Treadway.  Just  one  other  idea:  Your  culleague,  Mr.  Collins, 
appeared  a short  time  ago  before  the  committee.  You  probably 
heard  his  testimony. 

Mr.  Burnham.  Yes;  I did. 

Mr.  Treadway.  Are  jmu  in  harmony  with  his  viewpoint? 

Mr.  Burnham.  I thought  his  statement  was  very  fair. 

• Mr.  Treadway.  Are  you  not  in  somewhat  the  same  position  in 
testifying  here  as  he  was? 

Mr.  Burnham.  Yes. 

Mr.  Treadway.  You  realize  that  a great  number  of  your  constit- 
uents are  urging  Congress  to  pass  this  legislation  as  suggested  by  Dr. 
Townsend.  Is  not  that  correct? 

Mr.  Burnham.  Mr.  Treadway,  I cannot  disregard  the  wishes  of 
my  constituents. 

Mr.  Treadway.  That  is  what  I was  coming  to. 

Mr.  Burnham.  Yes.  I am  a servant  of  the  people,  of  course,  as 
we  all  are. 

Mr.  Treadway.  This  subject  was  probably  much  more  acute  in 
California  last  autumn  or  last  summer  than  in  any  other  part  of  the 
country. 

Mr.  Burnham.  I imagine  so. 

Mr.  Treadway.  In  the  course  of  the  political  upheavals  it  was  a 
factor  to  a certain  extent  in  the  campaign? 

Mr.  Burnham.  Yes. 

Mr.  Treadway.  Did  you  or  did  you  not  intimate  to  your  con- 
stituents that  you  would  place  before  Congress  and  this  committee, 
or  whatever  committee  the  bill  after  being  introduced  was  referred  to, 
their  views  as  their  representative? 

Mr.  Burnham.  Yes.  And  Mr.  Treadway,  not  only  that,  but  as  I 
have  suggested  before,  I have  tried  to  be  fair  with  those  people  and 
with  all.  I urged  Dr.  Townsend  months  ago,  before  the  President  had 
formulated  his  plans,  to  come  to  Washington.  I even  sent  him  a 
small  contribution  to  help  pay  his  way  (because  I knew  that  he  was 
not  able  to)  to  lay  his  plan  before  the  President.  The  President  is  a 
fair-minded  man.  They  could  discuss  it  freely  and  openly.  He  might 
have  been  able  to  convince  the  President  that  his  plan  is  feasible,  and 
on  the  other  hand,  the  President  might  have  convinced  Dr.  Townsend 
that  he  was  entirely  wrong  or  at  least  wrong  in  some  of  his  conclusions. 

Mr.  Treadway.  In  other  words,  you  have  conscientiously  carried 
out  your  duty  and  obligation  to  your  constituents. 

Mr.  Burnham.  That  is  what  I am  trying  to  do  now. 

The  Chairman.  How  do  you  reconcile  the  statement  you  have  just 
made  that  Dr.  Townsend  was  not  able  financially  to  come  to  Wash- 
ington to  present  his  views  with  his  statement  that  they  had  already 
collected  $40,000. 
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Mr.  Burnham.  Mr.  Chairman,  the  incident  that  I am  relating 
occurred  some  5 months  ago;  to  be  exact,  it  was  on  the  1st  day  of 
September.  I talked  to  Dr.  Townsend  at  that  time  and  he  told  me 
that  he  did  not  have  the  money  to  come  to  Washington. 

The  Chairman.  They  were  collecting  money  at  that  time,  were 
they  not? 

► Mr.  Burnham.  That  I do  not  know.  I merety  have  his  word  for  it. 

The  Chairman.  They  had  field  workers  at  that  time  and  were 
issuing  general  propaganda  advertising  this  scheme,  making  a big 
drive  for  money.  Has  that  not  been  your  understanding?  Is  not 
that  common  knowledge  throughout  the  country? 

Mr.  Burnham.  No;  I have  no  knowledge  of  that. 

The  Chairman.  I mean  common  knowledge,  not  definite  knowl- 
edge. Is  that  not  the  common  understanding? 

Mr.  Burnham.  I do  not  believe  it  is. 

The  Chairman.  They  made  a general,  Nation-wide  appeal. 

Mr.  Burnham.  I tell  you  as  far  as  I know,  that  is  as  far  as  I can 
tell  you.  I am  not  going  to  guess  at  anything.  There  are  many 
Townsend  clubs  throughout  my  district,  and  those  people  contribute, 
as  I understand  it,  1 cent  a month,  a penny  a month.  What  it 
amounts  to  and  what  the  money  is  spent  for,  I have  no  knowledge, 
i-k  The  Chairman.  Is  not  a pennj^  the  minimum?  They  are  making, 
I will  not  say  a demand,  but  an  urgent  request  that  liberal  contribu- 
tions be  sent  in. 

Mr.  Burnham.  I do  not  know. 

The  Chairman.  That  was  put  in  the  record  here. 

Mr.  Burnham.  I do  not  know,  Mr.  Chairman. 

Mr.  Cooper.  After  you  suggested  to  Dr.  Townsend  that  he  come 
to  Washington  to  present  his  plan  to  the  President — and  I believe 
you  said  you  made  some  small  contribution  to  help? 

Mr.  Burnham.  That  is  a fact,  yes. 

Mr.  Cooper.  Anyhow,  you  suggested  to  him  that  he  come  to 
Washington,  as  far  back  as  last  September,  and  present  his  plan  to 
the  President.  That  is  true,  is  it? 

Mr.  Burnham.  Yes. 

Mr.  Cooper.  Do  you  know  whether  he  ever  did  that  or  not? 

Mr.  Burnham.  I do  not  think  he  did,  no.  I will  state  further 
that  I wired  the  President  also  and  asked  the  President  if  he  would 
see  Dr.  Townsend.  I received  a letter  from  Louis  McHenry  Howe, 
I think  it  was,  or  it  may  have  been  from  Marvin  McIntyre,  but  at 
any  rate  from  one  of  the  secretaries,  stating  that  the  President  had 
referred  my  wire  to  the  committee  which  he  had  appointed  to  study 
old-age  pension  plans.  My  reason  for  taking  these  pamphlets  to  the 
Secretary  of  Labor  and  to  Harry  L.  Hopkins,  was  so  that  Hopkins 
might  have  it  before  he  went  to  Europe  to  study  old-age  pension 
plans.  As  a matter  of  fact,  it  was  for  them  to  get  all  the  information 
possible.  I am  interested  in  a practical  plan  to  take  care  of  aged 
and  worthy  people. 

Air.  Cooper.  I believe  you  say  that  Dr.  Townsend,  so  far  as  you 
know,  never  did  see  the  President  about  it? 

Air.  Burnham.  No;  I do  not  think  he  ever  has. 

Mr.  Cooper.  He  never  did  attempt  to,  so  far  as  you  know? 
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Mr.  Burnham.  Yes;  I think  he  attempted  to  later,  but  he  did  not 
at  that  time.  I think  several  months  later  he  did  attempt  to  see 
the  President,  after  the  President’s  plan  had  been  announced. 

Mr.  Cooper.  Before  it  had  been  announced,  do  you  know  whether 
he  ever  submitted  his  plan  to  this  committee  appointed  by  the 
President? 

Mr.  Burnham.  I do  not  know. 

The  Chairman.  I read  here  from  excerpts  from  a document  which 
Mr.  Hopkins  read  before  the  committee.  This  is  an  excerpt  from 
literature  that  is  being  sent  out  by  the  Townsend  organization. 
[Reading:] 

Obtain  from  the  newspapers  all  possible  publicity,  both  for  the  Townsend 
plan  and  for  this  meeting.  It  should  be  possible  to  have  newspaper  publicity 
each  and  every  day  of  the  week  before  the  meeting.  Draw  the  attention  of  the 
press  to  the  fact  that  this  will  be  the  largest  simultaneous  meeting  ever  held  in 
the  world.  Use  every  means  of  publicity  possible. 

Make  a big  noise  about  this  meeting  and  it’s  going  to  be  the  greatest  thing  of 
the  kind  ever  attempted. 

It  is  believed  that  many  of  the  churches  will  be  willing  to  cooperate  with  you 
in  this  movement,  but  please  have  it  understood  that  you  will  be  allowed  to  take 
contributions  for  campaign  funds. 

The  speaker  should  urge  every  interested  person  to  give  a dollar  or  as  many 
dollars  as  possible.  The  dollar  idea  should  be  put  into  the  minds  of  the  pepole. 
Have  the  speaker  stress  that  everyone  should  help  with  all  they  can  afford,  be 
it  much  or  little,  but  we  do  not  want  the  widow’s  mite. 

That  does  not  look  as  if  there  would  be  any  scarcity  of  funds 

Mr.  Burnham.  It  would  depend  upon  the  response,  of  course. 

The  Chairman.  In  their  method  of  campaigning,  spreading  propa- 
ganda in  the  interest  of  legislation. 

Mr.  Burnham.  It  is,  of  course,  done  all  the  time.  I do  not  know 
who  is  paying  for  these  radio  talks  that  we  hear  every  week  and 
perhaps  every  night  on  various  matters  of  legislation. 

The  Chairman.  I understand,  but  we  were  on  the  question  of 
Dr.  Townsend’s  poverty,  not  being  able  to  come  here  to  present  his 
views. 

Mr.  Burnham.  Mr.  Chairman,  I can  merely  state  what  Dr.  Town- 
send told  me,  that  he  did  not  have  the  money  wherewith  to  pay  the 
expense. 

The  Chairman.  You  made  a contribution  to  help  him  come? 

Mr.  Burnham.  Yes;  and  it  was  unasked;  it  was  not  solicited. 

The  Chairman.  You  must  have  been  very  deeply  in  sympathy 
with  his  particular  plan,  I take  it  from  that. 

Mr.  Burnham.  I wanted  to  help  these  aged  people. 

The  Chairman.  I would  not  think  that  if  anyone  had  a plan  or  a 
scheme  similar  to  this  which  he  wanted  to  present  here  that  you  would 
contribute  to  just  any  and  all  of  them.  I take  it  that  you  must  be 
especially  interested  in  the  Townsend  plan,  by  your  making  an 
unsolicited  contribution. 

Mr.  Burnham.  Mr.  Chairman,  I would  have  done  the  same  thing 
for  any  worthy  cause.  Was  it  not  logical,  was  it  not  the  best  thing 
to  do,  to  urge  Dr.  Townsend,  who  believes  earnestly  that  he  has  a 
plan  for  recovery  and  for  help  of  the  aged  people,  to  sit  down  and 
counsel  with  the  President  and  discuss  his  plan  and  learn  the  Presi- 
dent’s views? 
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The  Chairman.  Your  attitude  toward  this  bill,  then,  is  that  you 
are  for  whatever  part  of  it  is  right  and  against  any  part  of  it  that  is 
wrong? 

Mr.  Burnham.  Yes,  sir. 

Mr.  Duncan.  As  I understand,  your  principal  logic  in  appearing 
before  the  committee  is  to  urge  a fair  and  frank  consideration  of  the 
Townsend  plan  on  the  committee. 

Mr.  Burnham.  Yes;  a thorough  investigation,  a serious  considera- 
tion of  it,  the  same  as  you  would  give  to  any  other  plan  that  has  been 
suggested. 

Mr.  Duncan.  You  have  been  in  attendance  upon  this  committee 
almost  every  day;  that  is,  you  have  been  a spectator  in  the  room? 

Mr.  Burnham.  Yes. 

Air.  Duncan.  You  know  that  Dr.  Townsend  was  invited  to  appear 
before  the  committee,  and  he  explained  his  plan  as  thoroughly  as  he 
desired,  and  that  in  response  to  that  invitation  he  did  come  and  bring 
with  him  his  actuary,  a man  who  had  investigated  the  plan? 

Mr.  Burnham.  I understand  that  his  request  to  appear  before  the 
committee  was  granted;  yes. 

Mr.  Duncan.  And  that  he  brought  with  him  his  expert,  a man  who 
had  investigated  and  was  familiar  with  the  details  of  the  plan.  Is 
that  true? 

Air.  Burnham.  That  I do  not  know.  I dropped  into  the  committee 
meeting  here  several  times  when  I could  spare  a few  minutes.  I did 
not  hear  this.  To  whom  do  you  refer? 

Air.  Duncan.  Mr.  Hudson. 

Mr.  Burnham.  No,  I did  not  hear  his  testimony. 

Air.  Duncan.  The  record  shows  that. 

Now,  Mr.  Burnham,  in  addition  to  that  the  committee  has  had 
before  it  many  actuaries  and  economists  who  testified  as  to  their 
general  ideas  on  old-age  pension  plans,  particularly  the  one  that  is 
before  the  committee.  The  members  of  the  committee  also  asked 
each  one  of  those  economists  to  express  his  opinion  concerning  the 
cost  of  the  Townsend  old-age  pension  plan,  asked  whether  they  had 
given  any  thought  to  it  and  had  investigated  it,  and  each  one  of  them 
did  express  his  or  her  opinion  concerning  that  plan.  Does  not  the 
gentleman  think  in  view  of  that  situation,  in  view  of  the  number  of 
economists  who  have  given  thought  to  this  and  have  been  before  the 
committee  and  expressed  their  opinion,  that  the  committee  has  given 
due  thought  and  consideration  to  the  Townsend  old-age  pension 
plan 

Mr.  Burnham.  That  is  all  I can  ask. 

Air.  Duncan.  If  the  committee  has  done  that,  and  they  have  given 
due  consideration  to  the  plan? 

Air.  Burnham.  Then  they  have  done  their  duty. 

The  Chairman.  We  thank  you,  Mr.  Burnham,  for  your  appearance 
and  the  information  you  have  given  the  committee. 

STATEMENT  OF  HON.  HOWARD  W.  SMITH,  A REPRESENTATIVE 
IN  CONGRESS  FROM  THE  STATE  OF  VIRGINIA 

Air.  Smith.  Mr.  Chairman,  and  gentlemen  of  the  committee,  my 
interest  in  this  bill  is  a very  sympathetic  one.  I am  here  to  express 
the  hope  that  this  committee  when  it  reports  out  a bill  will  report  a 
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bill  such  that  the  States  may  participate  in  it.  I say  that  par- 
ticularly with  reference  to  the  financial  burden  upon  the  State. 

I may  better  perhaps  explain  what  I mean  by  citing  the  situation 
that  my  own  State  of  Virginia  would  be  in  under  this  bill  as  I con- 
strue it.  We  have  in  Virginia,  I believe,  116,000  persons  over  the 
age  of  65.  None  of  us  knows  what  proportion  of  those  people  will 
be  able  to  qualify  to  participate  in  this  old-age  pension.  But  assum- 
ing for  the  sake  of  argument  that  50  percent — and  I think  that  is 
perhaps  a conservative  estimate — of  them  could  qualify,  then  the 
contribution  of  Virginia  under  this  bill  at  $15  per  month  each  totals 
$10,501,000  a year  for  the  State  of  Virginia’s  portion  of  that  bill. 

I might  state  for  your  further  information  that  at  present  the  total 
taxable  revenues  of  the  State  of  Virginia  in  what  we  know  as  the 
general  fund,  which  is  excluding  the  gasoline  tax  and  that  sort  of 
thing,  as  against  the  $10,000,000  per  annum  which  the  old-ag;e  pen- 
sion fund  would  require,  are  $12,000,000  per  annum. 

That  presents  a pretty  grave  problem  for  the  State.  I do  not 
assume  to  make  any  definite  suggestion  to  this  committee  about 
what  should  be  done  about  it  other  than  this  general  suggestion: 
I believe  that  this  bill  ought  to  be  very  broad  in  its  permissive 
provisions  for  the  States  to  particpate.  I do  not  believe  that  some 
person  designated  in  charge  of  this  bill  here  in  Washington  ought  to 
be  able  to  say  to  the  State  of  Virginia  that,  “If  you  do  not  double 
your  tax  revenues  in  the  State  of  Virginia  you  shall  not  be  permitted 
to  participate  in  this  bill.”  That  is  just  about  what  the  bill,  as  I 
construe  it,  means,  as  it  was  introduced.  I do  not  know  what 
amendments  you  gentlemen  have  in  view. 

I think  there  ought  to  be  a further  provision  in  that  bill.  I think 
there  ought  to  be  a provision  that  would  allow  the  States  to  differen- 
tiate between  persons.  Here  is  what  I mean  by  that:  The  language 
of  the  bill  authorizes  somebody  hereafter  to  be  appointed  in  Washing- 
ton to  say  that  neither  the  State  of  Virginia  nor  any  other  State  may 
participate  in  the  benefits  of  this  legislation  unless  they  provide 
a pension  at  least  great  enough  to  provide  a reasonable  subsistence 
compatible  with  decency  and  health.  That  is  a very  broad  term. 
It  may  mean  a great  many  things.  But  it  seems  to  me  that  it 
should  allow  the  States  to  differentiate  between  persons  in  this  way: 

As  we  all  know,  $30  a month  to  one  individual  would  be  perhaps  a 
mere  pittance.  To  another  individual  who  has  lived  in  comparatively 
moderate  circumstances,  as  they  do  in  the  rural  districts,  all  his  life, 
for  65  years,  $30  a month  -would  be  affluence.  You  take  the  average 
laborer  on  the  farm,  let  us  say,  all  through  the  country  districts, 
and  his  earning  capacity  on  an  average  over  the  past  times  has  been 
from  $20  to  $30  a month.  To  put  him  on  a pension  at  65  of  $30  a 
month  is  not  only  going  to  take  care  of  him,  but  a great  many  of  his 
dependents,  relatives,  and  so  on,  who  could  much  better  be  employed 
working  on  a farm. 

It  perhaps  may  not  meet  with  the  approval  of  some  of  the  folks 
who  appear  before  this  committee,  but  I think  you  are  going  to  find 
with  the  States  that  this  is  a very  practical  proposition.  I find  that 
in  my  State  the  people  are  very  sympathetic  toward  the  proposition. 
We  want  to  be  put  in  the  position  where  legislation  is  presented  here 
that  we  can  vote  for,  that  we  can  go  along  with,  and  that  our  State 
can  go  along  with.  But  if  it  is  put  in  such  form  that  somebody 
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hereafter  to  be  appointed  liere  in  Washington  has  to  approve  our 
legislation  and  has  power  to  veto  our  right  to  participate  in  this,  and 
has  the  right  to  say  that  we  have  to  double  our  taxation  in  order  to 
go  along,  I am  afraid  that  a good  many  of  the  States  would  be  put  in  a 
position  where  they  just  could  not  participate  in  it,  and  thereby  would 
kill  a proposition  that  we  are  all  anxious  to  go  along  with  as  far  as  we 
can. 

Mr.  Cooper.  I think  that  you  will  agree  with  me  that  the  success 
of  this  national  plan  will  very  largely  depend  upon  the  degree  of 
success  that  all  of  our  States  throughout  the  Union  may  be  able  to 
accomplish  under  it.  We  want  to  have  that  definitely  in  mind,  that 
we  w’ant  a system  that  we  can  reasonably  expect  will  be  successful 
in  all  of  our  States.  That  is  the  point  that  you  have  in  mind,  is  it 
not? 

Mr.  Smith.  Yes. 

Mr.  Cooper.  In  other  words,  if  we  adopt  a Federal  system  of  such 
a nature  that  a considerable  number  of  States  are  not  able  to  partici- 
pate in  that  system,  then  of  course  there  is  danger  of  the  whole  plan 
failing  to  accomplish  the  purpose  that  is  desired  by  all. 

Mr.  Smith.  Absolutely. 

Mr.  Cooper.  That  is,  I understand,  in  substance  what  you  had 
in  mind. 

Mr.  Smith.  I would  like  to  proceed  with  my  suggestion  just  a step 
further.  My  objection  along  that  line  would  be  answered  by  a pro- 
vision in  the  bill  which  took  away  from  some  person  in  Washington 
the  power  to  say  when  the  State  of  Virginia  could  participate;  in 
other  words,  for  someone  in  Washington  to  say  what  was  a reasonable 
and  decent  subsistence  down  in  the  Blue  Ridge  Mountains  of  Virginia. 
Unless  you  do  that,  as  this  bill  is  now  drafted,  unless  I am  very  much 
mistaken  and  cannot  understand  the  English  language,  you  put  that 
very  power  in  there. 

Mr.  Vinson.  Just  on  that  point,  as  I read  that  section  dealing  with 
the  assistance  furnished  by  the  State,  that  it  shall  be  great  enough  to 
provide,  when  added  to  the  income  of  the  aged  recipient,  plus  Federal 
money,  a reasonable  subsistence  compatible  with  decency  and  health, 
in  any  event  if  the  bill  wTere  enacted  as  drafted,  you  would  not  have  a 
sum  in  excess  of  $30  a month.  The  gentlemen  representing  the  ad- 
ministration and  the  Committee  on  Economic  Security  said  they  had 
thought  about  putting  in  amounts,  having  it  inflexible,  but  that  this 
language,  “a  reasonable  subsistence  compatible  with  decency  and 
health”,  w^ould  permit  the  thing  to  be  done  wdiich  you  advocate;  in 
other  wrords,  that  the  State  would  have  the  complete  administration 
of  this  fund,  and  would  be  able  to  give  a person  who  required  a larger 
sum  within  the  limits  more  than  some  individual  who  did  not  require 
it. 

Mr.  Smith.  Where  is  that  language  that  you  refer  to? 

Mr.  Vinson.  On  page  3,  subsection  (e). 

Mr.  Smith  (reading): 

Furnishes  assistance  at  least  great  enough  to  provide,  when  added  to  the 
income  of  the  aged  recipient,  a reasonable  subsistence  compatible  with  decency 
and  health. 

Where  does  it  say  anything  about  $15  there? 
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Mr.  Vinson.  $15  here  is  the  limit  by  the  Federal  Government. 
In  other  words,  section  4 of  which  that  subsection  (e)  is  a part  deals 
with  the  State  plan  for  old-age  assistance. 

Mr.  Smith.  Yes. 

Mr.  Vinson.  That  is  the  plan  that  they  draft  showing  what  they 
will  do. 

Mr.  Smith.  Yes. 

Mr.  Vinson.  The  $15  is  the  maximum  under  this  bill  that  the 
Federal  Government  will  contribute. 

Mr.  Smith.  Yes. 

Mr.  Vinson.  The  State  government  could  make  it  larger  if  they 
pleased,  or  they  could  make  it  smaller.  For  instance,  the  State 
government  might  say,  “We  cannot  go  to  the  $15-a-month  limit.  We 
will  make  it  $7.50  or  $10.” 

Mr.  Smith.  Tnat  is  exactly  what  I am  getting  at.  But  can  they 
do  that  under  the  present  language? 

Mr.  Vinson.  Oh,  yes;  there  is  no  doubt  about  that,  if  there  is  any- 
thing to  be  said  for  the  advocates  of  it. 

Now,  might  I say  this: 

We  were  told  that  in  actual  operation  in  Ohio  there  are  450,000  plus 
persons  above  the  age  of  65.  They  have  an  old-age-pension  law  which 
has  been  in  operation  9 months.  There  were  applicants  for  benefits 
thereunder  to  the  amount  of  110,000.  In  other  words,  only  25  percent 
were  eligible  for  the  benefits.  We  were  told  by  the  gentlemen  in 
charge  in  Ohio  that  at  the  present  time  only  38,000  had  qualified  for 
the  benefits,  and  that  they  were  now  investigating  probably  7,000  or 
8,000  a month.  They  have  in  their  State  certain  residential  qualifi- 
cations and  certain  property  qualifications,  that  the  State  legislature 
determined  were  fit  for  their  condition.  In  other  words,  while  your 
computation  is  correct  as  to  the  50,000  that  might  be  eligible,  yet  I 
dare  say  that  if  it  is  put  in  operation  you  would  have  materially  less 
than  50,000  if  you  had  the  Ohio  qualifications. 

Mr.  Smith.  I might  add,  though,  that  of  our  116,000  practically 
25  percent  are  of  one  class  that  will  probably  qualify  100  percent. 

I am  interested  in  your  statement  that  there  is  a provision  in  this 
law  that  permits  the  State  to  govern  itself  on  that  proposition.  I,  of 
course,  do  not  know  nearly  as  much  about  this  as  you  gentlemen  who 
have  been  sitting  here,  but  I have  searched  in  vain  for  that  provision. 
I do  not  like  to  differ  with  the  gentleman,  but  it  seems  to  me  that  this 
language  here  that  permits  the  administrator  to  approve  of  the  State 
law  or  to  veto  the  State  law  certainly  does  not  give  the  State  any 
latitude  as  to  putting  in  any  amount  under  $15  a month,  if  the 
Federal  administrator  says  that  that  is  the  proper  amount. 

Mr.  Jenkins.  I was  interested  in  the  statement  the  gentleman  made 
that  practically  25  percent  of  the  people  over  65  in  his  State  would  be 
within  one  class.  Would  the  gentleman  state  what  class  he  means  by 
that? 

Mr.  Smith.  Of  course,  in  the  South  we  have  a great  many  colored 
people,  and  they  are  largely  of  the  laboring  class. 

Mr.  Jenkins.  That  is  what  I thought  the  gentleman  had  in  mind. 
I should  like  to  ask  the  gentleman,  and  also  any  member  of  this 
committee,  whether  in  this  law  it  is  contemplated  that  there  be  any 
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loophole  by  which  any  State  could  discriminate  against  any  class  of 
people? 

Mr.  Smith.  No,  sir;  I do  not  think  so,  and  you  will  not  find  in  my 
remarks  any  suggestion  to  that  effect.  It  just  so  happens  that  that 
race  is  in  our  State  very  much  of  the  laboring  class  and  farm  laboring 
class.  But  you  will  find  no  suggestion  in  my  remarks  of  any  suggested 
amendment  that  would  be  unconstitutional,  if  I may  use  that  expres- 
sion. 

Mr.  Jenkins.  I am  glad  that  the  gentleman  did  not  intend  that.  I 
can  see  that  there  might  be  a possibility,  if  too  much  leverage  is  given 
to  the  States  in  their  supplying  a law  that  matches  our  $15  contribu- 
tion, that  they  might  specify  that  the  old-age  pension  should  be 
divided  according  to  groups. 

Mr.  Vinson.  Do  you  think  that  that  would  be  seriously  con- 
sidered constitutional? 

Mr.  Smith.  Of  course  not. 

Mr.  Vinson.  They  do  not  do  that  in  Ohio,  do  they? 

Mr.  Jenkins.  No,  and  we  do  not  keep  them  from  voting  in  Ohio, 
either. 

Mr.  Smith.  We  do  not  keep  them  from  voting  in  Virginia.  There 
is  an  educational  qualification,  and  a great  many  of  them  vote  who 
are  qualified. 

Mr.  Vinson.  The  point  I was  making  about  my  inquiry  with  refer- 
ence to  Ohio  was  that  under  the  State  law  they  have  found  only  25 
percent  of  those  eligible  have  applied. 

Mr.  Jenkins.  There  is  no  discrimination  in  Ohio  of  any  kind. 

Mr.  Vinson.  I know;  and  with  no  discrimination  only  25  percent 
of  those  eligible  have  applied.  The  point  that  I am  trying  to  make 
is  that  a figure  of  50  percent  of  those  eligible  to  come  under  the  bene- 
fits, I believe,  is  high.  I doubt  whether  a third  of  those  eligible  in 
Virginia  would  come  under  the  benefits  if  the  Ohio  law  were  picked 
up  and  enacted  by  the  Virginia  Legislature. 

Mr.  Smith.  You  may  be  entirely  right.  But  what  I had  in  mind 
was  some  differentiation  there  based  upon  a person’s  previous  earn- 
ing capacity.  For  instance,  one  man  may  have  been  hard  up  all  his 
life  on  $150  a month  and  another  man  may  have  gotten  along  all  his 
life  on  $30  a month.  I think  as  a practical  matter  you  are  going  to 
have  to  come  to  something  of  that  kind. 

May  I ask  again  that  the  gentlemen  give  very  careful  attention  to 
that  feature  which  I mentioned,  as  to  whether  or  not  the  State  has 
the  right  to  go  less  than  $15  a month?  Because  if  it  is  in  there,  I 
cannot  find  it  in  this  bill,  and  I have  read  the  bill  several  times  and 
studied  it. 

Mr.  Cooper.  That  is  certainly  the  view  of  those  who  drafted  the 
bill. 

Mr.  Smith.  I may  be  entirely  wrong  about  it.  I may  have  over- 
looked it,  but  I cannot  find  it. 

Mr.  Hill.  We  were  told’ that  the  duty  in  the  first  instance  would 
be  upon  the  State  to  determine  what  would  be  a sufficient  amount 
to  maintain  them  in  decency  and  health.  The  State’s  contribution 
might  be  less  than  $15,  in  which  case  the  Federal  Government  would, 
out  of  this  grant-in-aid  provision,  match  that  amount. 

Mr.  Smith.  Yes. 
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Mr.  Hill.  If  $30  is  not  enough,  the  Federal  Government  would 
stop  at  $15  but  the  State  might  go  higher  if  it  so  desired. 

Mr.  Smith.  Or  might  go  lower;  it  would  give  the  State  that  leeway. 

Mr.  Hill.  If  it  goes  lower,  it  will  get  just  that  much  money  from 
the  Federal  Government. 

Mr.  Smith.  In  other  words,  tlie  Federal  Government  would  match 
the  State.  That  is  all  right.  But  I just  hope  you  will  clarify  that 
language. 

Mr.  Vinson.  In  section  7,  on  page  7,  it  speaks  of  the  Secretary  of 
the  Treasury  paying  the  quarterly  installments  to  the  treasurer  of 
each  State. 

Mr.  Smith.  What  line? 

Mr.  Vinson.  Beginning  with  line  23  [reading:] 

Provided,  That  no  such  installment  shall  exceed  one-half  the  amount  expended 
in  such  State,  in  the  quarter  immediately  preceding  the  payment  of  such  install- 
ment for  the  payment  of  old-age  assistance,  nor  shall  it  exceed  $15  per  month 
per  person. 

Does  not  that  imply  that  it  could  be  less  than  $15  per  month? 

Mr.  Smith.  All  I am  asking  is  that  the  committee  do  not  make  us 
have  to  imply  something. 

Mr.  Vinson.  I use  the  word  “imply.  ” It  seems  to  me  it  is  stronger 
than  an  implication. 

Mr.  Smith.  We  have  a Federal  Administrator  to  deal  with  in  this 
thing.  My  construction  of  it  is  that  he  would  have  that  right.  I 
hope  you  gentlemen  give  that  careful  consideration. 

Now,  I have  taken  more  of  your  time  than  I expected  to,  but  there 
is  just  one  more  point  I want  to  ask  you  about.  I do  not  know 
whether  you  have  given  this  any  consideration  or  not.  This  is  a 
very  large  program,  involving  5,  6,  or  7 different  propositions,  more 
or  less  unrelated.  I hope  the  committee  will  give  consideration  to 
the  matter  of  reporting  out  separate  bills,  particularly  the  old-age 
pension  bill,  and  separated  from  the  unemployment-insurance  bill. 

Mr.  Lewis.  You  speak  of  the  cost  in  Virginia  as  perhaps  8 to  10 
million  dollars  a year. 

Mr.  Smith.  That  is  based  upon  50  percent.  Mr.  Vinson  tells  me 
that  that  is  overestimated. 

Mr.  Lewis.  That  is  based  upon  50  percent  of  the  aged  eligibles. 

Mr.  Smith.  Yes,  sir. 

Mr.  Lewis.  It  was  based  also  upon  the  full  amount  of  $30  a 
month,  or  $360  per  year? 

Mr.  Smith.  Yes,  sir. 

Mr.  Lewis.  May  I call  your  attention  to  the  experience  under  such 
laws  in  Colorado,  where  they  have  a dollar-a-day  pension,  and  only 
2.75  percent,  less  than  3 percent  of  those  of  eligible  age,  qualified. 
Also,  the  payment  in  New  York,  which  was  the  highest  payment,  of  a 
dollar-a-day  with  a 70-year  eligibility,  did  not  average  $360,  it 
averaged  $266  per  pension.  The  administrative  authorities  consider 
the  actual  needs  and  the  other  incomes  of  the  person,  so  that  the 
dollar-a-day  statement  represents  a maximum  and  not  an  average 
figure. 

Mr.  Smith.  That  is  very  gratifying  information.  I wish  I could 
get  those  figures  some  time. 
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Mr.  Lewis.  In  Canada  the  highest  percentage  of  those  eligible 
under  a 70-year  eligibility  was  1.4  percent  of  the  population. 

I ask  the  committee  for  permission  to  file  this  table.  It  has  been 
prepared  by  persons  competent  in  the  investigation  of  these  matters. 
The  Chairman.  Without  objection  it  may  be  filed. 

(The  table  referred  to  follows:) 


Table  IV. — Number  of  pensioners,  number  of  pensioners  per  thousand  of  popula- 
tion, and  number  of  pensioners  per  thousand  of  eligible  age  for  Canada,  1934  1 (og'e 
eligibility,  70) 


Pensioners 

Number  of  pensioners 
per  thousand  of 
population 

Number  of  pensioners 
per  thousand  o 
eligible  age 

Mar. 

31 

June 

30 

Sept. 

30 

Mar. 

31 

June 

30 

Sept. 

30 

Mar. 

31 

June 

30 

Sept. 

30 

Alberta 

6,  286 

6,  519 

6,  670 

8.2 

8.5 

8.7 

378 

392 

401 

British  Columbia 

8, 095 

8,291 

8, 491 

2 11.2 

11.4 

11.7 

332 

340 

348 

Manitoba 

9,236 

9,  522 

9,  706 

12.6 

13.0 

13.4 

449 

463 

475 

Nova  Scotia 

6,  509 

8,  546 

11,352 

12.4 

16.2 

21.6 

246 

323 

426 

Ontario 

46,  281 

47,  385 

48, 457 

12.9 

13.3 

13.6 

301 

308 

315 

Prince  Edward  Island 

1,258 

1,300 

1,352 

14. 1 

14.6 

15.2 

222 

229 

238 

Saskatchewan 

9,  203 

9,  430 

9,  645 

9.5 

9.8 

10.0 

453 

464 

474 

Northwest  Territories 

5 

5 

5 

.5 

.5 

.5 

56 

56 

56 

Total  

86, 873 

90, 998 

95,  738 

(3) 

1 Source:  The  (Canadian)  Labour  Gazette:  Mar.  31  data  found  in  June  1934,  p.  509,  vol.  34,  no.  6:  June 
30  data  found  in  September  1934,  p.  817,  vol.  34,  no.  9;  Sept.  30  data  found  in  November  1934,  p.  1001,  vol.  34, 
no.  11. 

2 That  is  1.12  percent  of  population. 

s All  percentages  based  on  estimated  population  for  1934  furnished  by  Dominion  Bureau  of  Statistics. 
Extrapolation  of  Canadian  census  data  shows  a 1934  population  for  these  8 Provinces  which  grant  pensions 
of  7,468,900.  The  average  number  of  pensioners  per  thousand  of  population  for  these  Provinces  is  thus 
approximately  12.8. 

Mr.  Vinson.  What  are  the  limitations  in  the  Canadian  law? 

Mr.  Lewus.  I do  not  know. 

Mr.  Cooper.  Was  this  1.4  percent  of  the  whole  population  of  the 
country? 

Mr.  Lewis.  Yes;  the  whole  population. 

Mr.  Vinson.  It  will  be  interesting  to  know  what  the  limitations 
were  as  to  residence,  property  worth,  and  all  that  sort  of  thing. 

Mr.  Lewis.  In  Australia,  where  they  have  had  a long-time  experi- 
ence with  the  subject,  they  have  found  that  2.75  percent  of  the 
population,  a little  less  than  one-third  of  those  eligible  as  a matter  of 
age,  qualify  their  claim. 

Mr.  Vinson.  That  would  be  about  30  percent. 

Mr.  Lewis.  2.7  percent.  You  could,  then,  on  this  experience,  Mr. 
Smith,  say  that  your  maximum  figure  would  not  be  one-half;  it 
would  not  exceed  one-third  of  those  eligible.  You  could  reduce  the 
dollar  a day  from  $360  a year  to  about  $140  a year  on  the  experience 
of  Colorado  and  New  York. 

Mr.  Smith.  That  is  very  interesting. 

The  Chairman.  We  thank  you,  Mr.  Smith,  for  your  appearance 
and  the  information  you  have  given  the  committee. 
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STATEMENT  OF  GEORGE  D.  EVANS,  REPRESENTING  THE  ORGANI- 
ZATION FOR  THE  ABOLITION  OF  POVERTY 

Mr.  Evans.  I am  George  D.  Evans,  830  South  Forty-ninth  Street, 
Philadelphia,  Pa.,  secretary  of  the  Organization  for  the  Abolition  of 
Poverty. 

Mr.  Chairman,  I am  mighty  glad  to  be  back  here  again.  I am  back 
here  again  because  when  I was  down  here  before  you  folks  did  see  a 
sufficient  merit  in  the  “Evans  plan”  to  give  three  pages  of  the  report 
on  the  veterans’  bonus  to  it,  so  it  must  have  had  some  merit. 

In  consideration  of  that  I have  come  down  here,  and  I will  try  not 
to  detain  you  more  than  5 minutes.  If  I should  happen  to,  it  is  up  to 
you  to  decide  whether  you  want  to  remain  or  not. 

Having  devoted  over  40  years  to  an  honest,  serious  consideration 
of  how  the  human  race  could  best  avail  itself  of  the  bounteous  provi- 
sions made  available  for  its  physical  and  mental  culture  and  happiness 
by  a benevolent  Creator,  I feel  justified  in  again  asking  your  considera- 
tion of  the  conclusions  I have  arrived  at  as  to  the  best  ways  and  means 
whereby  this  most  desirable  end  could  be  achieved. 

Approaching  the  problem,  gentlemen,  from  the  angle  of  the  human 
race  as  a whole,  with  the  conception  that  every  human  being  is  equally 
endowed  by  the  Creator  with  an  inalienable  right  to  life,  liberty,  and 
the  pursuit  of  happiness  and  that  governments  are  established  to 
secure  these  rights  and  not  from  the  angle  of  the  conception  of  the 
individualistic  philosophy  that  governments  are  established  and  are  to 
be  used  to  enable  a few  shrewd,  strong,  masterful,  conscienceless  indi- 
viduals to  enslave,  either  physically  or  legally,  and  exploit  all  of  the  rest 
of  the  race,  I have  formulated  my  conclusions  into  what  I have  called 
the  “Evans  plan”  for  a sufficient  currency  and  a planned  economy  to 
stabilize  industry,  trade,  and  commerce;  abolish  poverty,  unemploy- 
ment, and  interest;  and  reduce  ignorance,  crime,  taxes,  and  hours  of 
labor. 

This  plan  would — 

First.  Provide  a sufficient  amount  of  full,  legal  tender  money  for  all 
of  the  needs  of  all  of  the  people  all  of  the  time. 

Second.  Assure  all  of  the  people  receiving  the  money  when  they 
need  it. 

Third.  Provide  industrial  and  professional  educational  facilities  for 
all  boys  and  girls  under  21  years  of  age;  assure  them  a maintenance 
and  require  their  attendance  thereat,  and  provide  positive  arrange- 
ments for  their  useful,  profitable,  and  productive  employment  upon 
their  graduation. 

Fourth.  Provide  every  man  and  woman  with  a minimum  income  of 
$36  per  week. 

Fifth.  Provide  industrial  and  professional  facilities  for  the  useful 
employment  of  all  men  and  women  unable  to  find  employment. 

Sixth.  Assure  unborn  babies  and  their  mothers  as  much  considera- 
tion as  we  now  assure  unborn  valuable  colts. 

Seventh.  Enable  all  towns,  cities,  counties,  and  States  to  secure,  at 
any  time,  all  of  the  money  they  need  without  having  to  pay  interest 
for  it. 

The  “Evans  plan”  is  predicated  upon — 
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First.  The  sovereign  right  of  the  Congress  to  issue  money  and  regu- 
late the  value  thereof. 

This  is  what  you  gentlemen  recognized  before;  at  least,  you 
conceded  that. 

Second.  The  rights  of  the  governments,  municipal,  State,  and  na- 
tional, to  provide  registrational  facilities  for  the  registration  of  the 
youth  and  unemployed  adults  of  the  Nation  as  proposed  in  the  plan. 

Third.  The  wisdom  of  assuring  every  citizen  a college  education. 

Fourth.  The  absolute  necessit}^  of  immediately  providing  the 
citizens  with  a purchasing  power  sufficient  to  consume  the  existing 
surplus  products. 

Fifth.  The  wisdom  of  efficiently  and  intelligently  utilizing  the 
enormous  potential  labor  power  of  the  unemployed,  now  going  to 
waste,  in  the  production  of  all  things  essential  and  conducive  to  the 
comfortable,  happy  existence  of  the  human  race. 

Sixth.  The  enormous  advantage  to  the  race  that  would  result  from 
completely  safeguarding  maternity. 

Seventh.  The  saving  that  would  be  effected  by  the  provision  of  an 
inexhaustible  supply  of  legal  tender  money,  variable  at  all  times, 
for  the  use  of  municipal,  county,  and  State  governments,  without 
interest. 

Civilization  cannot  possibly  exist,  under  any  form  of  government, 
without  a sufficient  volume  of  money,  and  with  a diminishing  supply 
it  must  languish  and,  unless  relieved,  finally  and  very  speedily  perish. 

Permitting  the  Nation’s  money,  by  legislative  manipulation,  to 
become  a plaything  and  a tool  for  the  exploitation,  degradation,  and 
starvation  of  our  entire  population  by  a few  unscrupulous  individuals 
has  so  disrupted  the  orderly  course  of  our  economic  and  social  life 
as  to  jeopardize  the  continuance  of  our  existing  civil  and  political 
institutions. 

Economic  conditions,  gentlemen,  the  manner  or  way  in  which 
people  secure  their  living  have,  throughout  the  life  of  the  race,  de- 
termined their  social  customs  and  institutions,  and  I can  find  no 
reasons  for  believing  that  those  influences  will  be  less  potent  today. 

Industry,  trade,  commerce,  and  the  professions  are  stagnant  today 
because,  and  only  because,  of  the  inability  to  sell. 

If  all  of  the  goods  that  could  be  produced,  and  all  of  the  services 
that  could  be  rendered  today  could  be  sold,  the  owners  of  the  in- 
dustries would  undertake  to  operate  them  24  hours  a day,  if  they 
could  secure  help  enough,  and  the  professional  men  and  women  would 
be  willing  to  work  excessively  long  hours  to  earn  the  munificent  com- 
pensation that  would  be  offered  and  to  catch  up  for  lost  time. 

You  gentlemen  remember  the  difficulty  we  had  in  trying  to  limit 
the  hours  we  would  permit  a worker  to  toil  during  the  war,  because 
of  the  enormous  wages  they  were  paid.  I mean,  of  course,  in  the 
munition-making  industries,  not  in  the  trenches,  not  in  the  munition- 
using industries,  but  in  the  munition-making  industries.  Cost  plus 
10  percent  did  not  prevail  in  the  trenches. 

All  poverty,  gentlemen,  is  due  to  inability  to  buy. 

No  one  with  money  with  which  to  buy  need  suffer  for  any  of  the 
necessities  of  life,  or  even  the  luxuries,  in  the  United  States  today. 

Any  desirable  thing  that  should  happen  to  be  unavailable  immedi- 
ately would  be  very  quickly  produced  upon  the  development  of  a 
demand. 
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Inability  to  sell  and  inability  to  buy  is  due,  and  due  only,  to  the 
lack  of  a sufficient  volume  of  money  in  the  hands  of  millions  of  would- 
be  purchasers. 

For  that  reason  the  “Evans  plan”,  gentlemen,  proposes  the  pro- 
vision by  the  National  Government  of  a “sufficient  amount  of  full, 
legal  tender  money  for  all  of  the  people,  all  of  the  time.” 

Had  the  “Evans  plan”  been  adopted  when  first  proposed  in  1929 
the  present  depression  could  never  have  developed,  but  because  of 
this  neglect,  and  the  existing  volcanic  disorganization  of  our  entire 
economic  structure,  and  the  consequent  demoralizing  impoverishment 
of  countless  millions  of  our  people,  resulting  from  the  unnecessary 
prolongation  of  the  depression,  the  immediate  application  of  a drastic 
remedy  for  the  restoration  of  our  physical  and  mental  equilibrium  is 
imperative,  hence  we  propose  that  the  national  administration  shall 
at  once  have  printed  an  additional  $11,000,000,000  of  the  same  kind 
of  full  legal  tender  paper  money  that  we  are  now  using  and  distribute 
it  in  sums  of  $500  to  each  of  the  5,000,000  families  now  on  the  welfare 
in  the  United  States. 

A family,  gentlemen,  cannot  exist  with  less  than  $10  a week,  and 
if  they  have  to  be  given  $10  a week  on  the  welfare,  in  the  52  weeks 
we  give  them  $520  and  I submit  they  are  worse  off  at  the  end  of  the 
year  than  they  were  in  the  beginning.  If  you  have  to  give  them  the 
$500,  for  Heaven’s  sake,  give  it  to  them  at  once,  and  let  them  go 
and  buy  the  stuff  that  is  clogging  our  industries.  Buy  the  surplus 
and  take  it  off  the  merchants’  shelves,  so  they  will  be  encouraged  to 
buy  more  goods.  The  manufacturers  receiving  those  orders  will 
immediately  start  up,  and  in  48  hours,  gentlemen,  there  would  not  be 
a vacant  home  in  the  United  States,  and  in  a week’s  time  there  would 
not  be  an  unemployable  man  or  woman  outside  of  a job  in  the  United 
States — in  a week’s  time,  gentlemen. 

Also  distribute  that  money  to  each  of  the  10  million  other  families 
now  ekeing  out  a bare  existence,  to  the  payment  of  the  veterans’ 
adjusted  compensation  certificates  and  to  the  payment  of  the  cost 
of  engraving  the  plates,  purchasing  the  paper  and  printing  the  money, 
about  30  cents  per  $1,000,  so  that  the  entire  operation  would  not  have 
cost  the  Government  one  5-cent  piece. 

This  would  tabulate  as  follows: 


$500  for  each  of  the  5,000,000  families  now  on  the  welfare  in  the 

United  States $2,  500,  000,  000 

$500  for  each  of  10,000,000  other  families  now  ekeing  out  a bare 

existance  in  the  United  States 5,  000,  000,  000 

Paying  the  veterans  their  adjusted  compensation 2,  400,  000,  000 

Cost  of  plates,  paper,  and  printing  the  money 3,  300,  000 


Total - 9,903,300,000 

Leaving  the  Government  a balance  of 1,  096,  700,  000 


Eleven  billion  sounds  like  a lot  of  money,  and  it  is,  but  this  is  a big 
country,  and  we  need  a lot.  With  only  five  billions  of  money  in  the 
country  from  1922  to  1929  we  had  to  borrow  60  billions  of  bankers 
credits,  for  which  we  had  to  pay  them  a horrible  interest,  in  order  to 
transact  the  Nation’s  business,  and  we  created  as  much  as  90  billions 
of  new  wealth  in  1 year.  Double  the  amount  we  are  now  creating, 
and  we  are  not  creating  it  now  because,  and  only  because,  the  people 
have  not  the  money  to  buy.  Supply  the  people  with  money  enough 
with  which  to  transact  the  Nation’s  business,  to  finance  the  production 
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and  distribution  of  the  goods  and  services  that  all  of  the  people  would 
need,  and  would  continuously  produce,  render  and  use,  and  all  of  ithe 
industries  in  the  country  working  24  hours  a day  would  be  unable  to 
supply  the  demand.  Provide  the  people  with  a monetary  system 
with  which  goods  could  flow  from  man  to  man,  and  we  will  never  be 
able  to  build  machinery  enough  to  supply  the  demand. 

The  immediate  result  of  the  distribution  of  11  billion  dollars  as 
outlined  above  would  be  that  there  would  not  remain  a single  vacant 
home  in  the  United  States  within  48  hours,  and  with  millions  of  people 
wanting  homes  with  money  to  pay  for  them  and  none  available,  every 
builder  having  or  able  to  obtain  land  upon  which  to  build  would  start 
building  operations  at  once;  and  if  the  bankers  would  not  finance  them 
the  Government  could,  and  the  result  would  be  that  there  would  not 
be  half  enough  workers  available.  Further,  there  would  not  be  a piece 
of  goods  left  upon  any  merchant’s  floors  or  shelves  within  a week. 
Then  every  merchant  realizing  that  if  he  did  not  get  in  his  order  for 
additional  goods  to  the  manufacturers  before  his  competitors,  that  he 
would  have  to  suspend  business  for  lack  of  goods  until  after  his  com- 
petitors had  been  supplied,  and  his  orders  then  produced,  would  exert 
every  effort  to  influence  the  manufacturers  to  accept  as  big  orders  as 
he  could,  and  the  manufacturers  and  producers  receiving  these  orders, 
and  knowing  that  the  merchants  would  have  the  money  with  which  to 
discount  their  bills  upon  receipt  of  the  goods,  would  undertake  to 
operate  their  industries  24  hours  a day  if  they  could  obtain  help 
enough,  and  they  would  gladly  pay  any  wage  demanded  in  order  to  get 
the  labor,  because  the  cost  to  produce  would  be  secondary  to  the  urge 
to  get  the  goods  out,  as  the  selling  price  would  be  fixed  naturally  by 
the  cost  of  production.  And  do  not  let  that  worry  you.  When  silk 
shirts  were  selling  for  $15,  common  laborers  had  $15  with  which 
to  pay  for  them.  That  was  during  the  War  when  money  was  plenti- 
ful for  the  promotion  of  life-taking  enterprises.  We  propose  that  the 
present  administration  shall  immediately  provide  a sufficient  amount 
of  money  for  the  promotion  of  life-saving  enterprises.  If  silk  shirts 
were  selling  for  15  cents  today  the  same  laborers  could  not  buy  them 
because  of  their  inability  to  exchange  their  labor  today  for  anything 
but  a beggarly  hand-out.  And  millions  of  us  cannot  even  do  that. 

The  Government  would  not  have  to  sell  any  bonds  to  get  the  money, 
or  contract  any  debt,  and  the  Nation  would  be  enriched  the  amount  of 
wealth  that  the  provision  of  this  money  would  enable  the  people  to 
create.  Taxes  would  cease  to  be  a burden  because,  in  addition  to 
their  being  reduced,  all  of  the  people  would  have  plenty  of  money  with 
which  to  pay  them. 

A sufficient  currency,  independent  of  bankers’  control,  must  be 
immediately  provided  for  the  people’s  use.  If  the  bankers  with  only 
5 billion  dollars  of  real  money  in  existence  in  the  country  could  loan 
60  billions  of  bankers’  credits  and  stimulate  production,  as  they  did 
from  1922  to  1929,  our  Government  with  a sufficient  currency  and  a 
Go vernment-owned-and-con trolled  banking  department  could  do  10 
times  as  much. 

That  is  the  only  remedy;  there  is  no  other  way  out  of  our  dilemma. 

The  Nation’s  economic  and  social  problems  can  never  be  solved 
by  the  dependence  upon  any  plan  of  first  providing  emploj^ment  in 
order  to  provide  the  people  with  purchasing  power. 

110098— 35— No.  13 -* 
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Continuing  to  borrow  money  on  interest-bearing  bonds  to  pay  for 
employment,  provided  to  keep  the  people  from  starving,  will  inevitably 
bankrupt  the  Nation. 

No  nation  or  people  can  ever  borrow  itself  or  themselves  into 
prosperity.  The  people  cannot  even  pay  the  interest  on  past  borrow- 
ings, and  yet  we  go  on  creating  new  debts  by  the  billions  ahead  of 
production  and  population. 

We  must  stop  paying  interest  to  others  for  loaning  to  us  what  we 
have  given  to  them. 

Even  though  there  may  be  no  limit  to  their  cupidity,  there  must  be 
a limit  to  our  stupidity. 

This  continuing  impoverishment  of  our  people  must  be  stopped  at 
once. 

Generations  have  taught  the  truth  that  poverty,  itself,,  is  the  major 
cause  of  sickness,  suffering,  and  many  times  death;  and,  more,  that 
poverty  is  the  mother  of  criminals,  and  destitution  the  incentive  to 
crime. 

The  health  of  any  community  is  definitely  related  to  the  poverty  and 
distress  in  it. 

For  centuries  the  effort  of  the  world  has  been  to  reduce  and  elim- 
inate poverty,  from  which  springs  crime  and  social  degeneration.  To 
accomplish  this  every  individual  must  be  assured,  at  all  time,  a pur- 
chasing power  sufficient  to  secure  all  the  requisites  essential  to  the 
modern  needs  of  a normal  human  being  in  a civilized  society,  limited 
only  to  our  collective  ability  to  produce  them,  and  sufficient  leisure 
time  for  their  enjoyment. 

To  the  extent  that  human  labor  is  essential  to  their  production  and 
distribution,  we  demand  for  all,  and  of  all,  the  unrestricted  right  and 
duty  to  wdrk,  as  far  as  physically  and  mentally  able,  not  as  a means  of 
obtaining  purchasing  power,  or  its  present  representative,  money  for 
this  must  be  assured  to  all,  regardless  of  their  physical  or  mental 
ability  to  labor,  but  as  a social  right  of  the  individual,  to  assure  and 
provide  which,  must  be  made  the  duty  of  the  Government. 

THE  PLAN 

Congress  shall  at  once  pass  an  act  authorizing  and  ordering  the 
Secretary  of  the  Treasury  to  have  plates  engraved  and  full  legal  tender 
treasury  notes  printed  in  denominations  of  $1,  $2,  $5,  $10,  and  $20 
in  such  an  amount  as  shall  be  necessary,  and  to  at  once  arrange  with 
the  Post  Office  Department  to  permit  every  unemployed  person  in 
the  United  States,  over  15  years  of  age,  desiring  to  do  so,  to  register, 
giving  their  name,  age,  occupation,  trade,  profession  or  vocation  and 
address,  and  the  names  and  addresses  of  two  other  persons  who  can 
identify  him  or  her.  False  or  duplicate  registration  or  identification 
to  be  punishable  by  imprisonment  at  hard  labor  for  5 years.  And  to 
then  further  arrange,  through  the  Post  Office  Department  to  pay, 
with  said  notes,  to  each  person  registered,  between  the  ages  of  15  and 
21,  the  sum  of  $18  per  week,  and  to  pay  to  each  person  over  the  age 
of  21  the  sum  of  $36  per  week.  Said  amounts  to  date  from  the  day 
of  registration  of  each  person,  and  to  be  paid  weekly  in  advance. 

All  persons  upon  registering  shall  then  be  in  the  employ  of  the 
Treasury  Department  of  the  United  States  and  subject  to  its  orders 
6 hours  per  day,  5 days  per  week,  10  months  per  year,  until  their 
name  shall  be  removed  from  the  registration. 
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The  Treasury  Department  shall  arrange,  in  cooperation  with  the 
local  educational  boards,  and  such  other  organizations  or  institutions 
as  shall  be  necessary,  for  the  provision  of  industrial,  agricultural, 
transportational,  communication al  and  professional  educational  facil- 
ities for  all  persons  registered  between  the  ages  of  15  and  21,  requiring 
their  attendance  thereat  6 hours  per  day,  5 days  per  week,  10  months 
per  year. 

The  Treasury  Department  shall  also  arrange  in  cooperation  with 
the  United  States  Department  of  Labor,  and  such  other  national, 
State,  county  or  municipal  department,  or  public  or  private  organiza- 
tions as  shall  be  necessary,  for  the  provision  of  such  industrial,  agri- 
cultural, transportational,  communicational,  and  professional  facil- 
ities as  will  be  needed  for  the  useful  employment  of  all  persons  over 
the  age  of  21  so  registered,  for  the  production  of  such  articles,  and  the 
rendering  of  such  services,  as  shall  be  needed  for,  and  conducive  to, 
the  life,  liberty,  and  pursuit  of  happiness  of  the  citizens,  for  which 
purpose  the  Declaration  of  Independence  tells  us,  governments  are 
established.  And  all  such  persons  shall  be  subject  to  the  orders  of 
the  United  States  Treasury  Department  for  employment  in  the  said 
industries  or  professions,  6 hours  per  day,  5 days  per  week,  10  months 
per  year.  And  all  goods  or  articles  so  produced,  or  services  so  ren- 
dered, shall  be  sold  or  provided  at  the  cost  of  production. 

All  registered  persons  unable  to  labor  because  of  illness,  or  physical 
or  mental  disability,  and  all  men  and  women  over  the  age  of  60  shall 
be  exempt  from  labor  or  service,  and  all  pregnant  women  shall  be 
exempt  from  labor  2 months  before  childbirth  and  2 months  after 
childbirth. 

All  persons  registering  under  this  act  shall  immediately,  upon 
securing  or  accepting  other  employment,  notify  the  United  States 
Treasury  Department  on  blanks  to  be  provided  for  that  purpose, 
and  request  their  names  be  stricken  from  the  registration,  and  failure 
to  do  so  shall,  upon  conviction,  be  punishable  by  imprisonment  at 
hard  labor  for  5 years. 

The  United  States  Treasury  Department  shall  also  loan  the  said 
notes  to  towns,  cities,  counties,  and  States  upon  noninterest  bearing 
bonds  to  be  repaid  at  the  rate  of  4 percent  per  annum,  and  to  loan  to 
all  corporations  and  individuals  having  sufficient  security  to  assure 
the  return  of  the  loan,  all  of  the  money  they  shall  need  at  any  time 
without  interest. 

Here  is  another  copy  of  the  Evans  plan,  which  I would  like  to  leave 
with  you.  If  you  will  get  back  into  the  money  part  of  it,  I think  it 
will  open  your  eyes,  and  if  you  can  find  anything  of  benefit  in  it,  I will 
be  fully  repaid. 

The  Chairman.  We  thank  you  for  your  appearance  and  for  the 
information  you  have  given  the  committee. 

The  Chair  would  like  to  make  this  observation: 

We  began  these  hearings  2 weeks  ago  last  Monday.  We  have  en- 
deavored to  give  as  wide  publicity  as  possible  to  the  fact  that  we  are 
conducting  hearings  on  the  economic  security  bill.  So  far  as  the  Chair 
is  aware,  no  one  who  has  requested  the  opportunity  to  appear  here 
and  give  testimony  has  been  denied  that  privilege.  On  some  days 
we  have  had  to  recess  without  occupying  all  the  day,  for  lack  of 
witnesses.  There  is  no  one  now  present  requesting  to  be  heard 
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today.  There  is  only  one  witness  for  tomorrow  that  we  know’  of 
definitely,  perhaps  two.  Mr.  Emery  may  come  and  he  may  not.  We 
have  been  waiting  for  him  since  the  first  days  of  the  hearings. 

There  has  been  a good  deal  said  here  by  my  colleague,  Mr.  Tread- 
way, about  the  effort  on  the  part  of  the  Administration  to  hasten  these 
hearings.  His  interpretation  of  what  has  been  said  differs  from  mine. 
Be  that  as  it  may,  I have  not  understood  that  the  Administration  has 
insisted  on  haste  at  the  expense  of  due  consideration  of  the  legislation. 
My  understanding  from  those  who  have  suggested  haste  has  been  that 
they  meant  that  we  were  to  conduct  these  hearings  continuously  and  not 
break  in  with  something  else;  in  other  words,  that  we  should  not  side- 
track these  hearings  for  any  other.  But  be  that  as  it  may,  the  com- 
mittee, as  far  as  the  chairman  is  aware,  has  had  no  disposition  to  be 
hurried,  and  has  not.  I feel,  as  chairman  of  the  committee,  that 
reasonable  opportunity  should  be  given  to  all  individuals  or  interested 
parties,  organizations,  or  associations,  to  be  heard  on  this  very  im- 
portant matter.  I feel  that  that  opportunity  has  been  given.  I 
hope  that  if  it  has  not  been  given,  and  any  member  of  the  committee 
sees  cause  why  these  hearings  should  be  extended  or  delayed,  there 
will  be  an  expression  to  that  effect  now.  I hope  we  will  have  no  mis- 
understanding about  this  matter,  so  it  will  not  be  contended  on  the 
floor  of  the  House  that  we  have  not  given  adequate  opportunity  for 
people  to  be  heard,  regardless  of  the  interpretation  we  may  put  upon 
what  has  been  said  by  those  representing  the  Administration. 

Mr.  Treadway.  I agree  heartily  with  what  the  chairman  has  said. 
I would  express  only  one  difference.  In  the  inquiries  that  I have 
addressed  to  the  witnesses,  I hope  it  has  not  been  inferred  that  I was 
criticizing  haste  on  the  part  of  the  committee.  The  remarks  that  I 
have  made  and  the  inquiries  that  I have  made  were  based  upon  a 
reiteration  upon  the  part  of  Dr.  Witte,  a witness,  who  I am  sure  the 
record  will  show  several  times  brought  up  the  fact  that  we  ought  to 
hurry.  He  used  the  word  “haste.”  I have  not  looked  up  his  testi- 
mony, but  I am  certain  that  I am  quoting  the  intent  of  his  statements, 
at  least.  One  or  two  other  witnesses  have  taken  the  same  attitude, 
that  we  should  hurry  in  order  to  meet  legislative  action,  and  that  there 
are,  as  was  said,  44  legislatures  now  in  session. 

I took  the  occasion  to  look  up  the  statistics  on  those  sessions,  and 
many  of  them,  I think  17,  have  a limitation  of  60  days,  which  would 
expire  either  the  first  of  March  or  early  in  the  month  of  March  by  a 
constitutional  provision.  So  that  the  urge,  not  on  the  part  of  the 
committee  but  on  the  part  of  witnesses,  that  we  should  hasten  action, 
falls  flat.  Unless  we  took  the  bill  without  dotting  an  “i”  or  crossing 
a “t”  and  jammed  it  through  both  branches  of  Congress,  it  would  be 
impossible  to  present  this  legislation  to  the  legislatures  meeting  this 
year — physically  impossible,  mentally  impossible,  and  I do  not  know 
but  what  it  would  be  morally  impossible.  However,  I am  confident 
that  the  argument  is  no  good. 

It  is  along  that  line,  Mr.  Chairman,  that  I refer  to  haste.  I want 
to  say  here  it  is  a matter  of  record  that  the  committee  has  been  under 
the  supervision  and  the  guidance  of  our  distinguished  chairman  per- 
fectly fair  in  an  effort  to  have  the  general  public  know  about  this 
pleasure.  I have  only  felt  that  possibly  there  was  not  enough  public- 
ity given  to  our  willingness  to  hear  outside  people  as  has  been  expressed 
on  the  part  of  the  committee. 
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So  far  as  I am  concerned,  I know  of  but  one  other  possible  witness 
whom  we  might  wish  to  hear.  During  the  time  Secretary  Morgan- 
thau  was  on  the  stand  yesterday  he  had  various  gentlemen  aid  him  in 
answering  questions.  Among  others  was  Mr.  Altmeyer,  Second 
Assistant  Secretary  of  Labor.  He  referred  to  other  actuaries  than 
the  ones  whose  names  appear  as  the  actuarial  advisory  committee 
in  the  report.  I took  occasion  to  look  up  one  or  two  of  those  gentle- 
men, and  I find  that  a Mr.  Williamson  was  one  of  the  actuarial 
advisors.  He  is  an  actuary.  I am  not  sure  whether  he  is  the  chief 
actuary,  but  at  any  rate  he  is  connected  with  the  Travelers’  Insurance 
Co.  at  Hartford  as  an  actuary.  I understand  that  he  has  been  one 
of  the  principal  advisors  of  the  Actuarial  Board.  Such  communica- 
tion as  I have  been  able  to  have  indirectly  with  him  indicates  that  it 
would  be  impossible  for  him  to  be  here  before  Friday.  I am  not 
insisting  that  you  await  his  coming,  but  if  it  is  agreeable  to  you  and 
the  members  of  the  committee  to  give  this  gentleman  an  opportunity 
to  express  his  views,  I think  the  committee  should  hear  his  testimony. 
I am  told  he  is  favorable  to  the  measure.  It  is  not  that  I am  trying 
to  criticize  the  measure  in  any  way.  My  criticism  was  quite  thor- 
oughly covered  by  Senator  Hastings  this  morning.  I do  not  think 
we  should  have  eight  bills  under  one  title,  one  heading.  But  I under- 
stand that  Mr.  Williamson  is  rated  very  high  as  a practical  actuary. 
As  there  is  a great  deal  of  actuarial  matter  in  this  measure,  I would 
suggest  that  his  presence  be  requested  here  before  we  definitely  close 
. the  hearings.  Other  than  that  I am  entirely  agreeable,  and  I am 
inclined  to  think  my  Republican  colleagues  take  the  same  ground 
that  I do,  that  there  is  no  occasion  to  continue  these  open  hearings 
indefinitely. 

Mr.  Cooper.  I think  it  will  meet  all  phases  of  the  matter  if  we  will 
agree  that  we  will  close  the  hearings  on  Friday. 

Mr.  Treadway.  Sometime  Friday. 

Mr.  Cooper.  That  we  will  hear  these  two  witnesses  along  the  lines 
indicated,  either  tomorrow  or  Friday,  and  we  will  hear  anybody  else 
that  any  member  of  the  committee  requests  be  heard  up  to  the  time 
we  adjourn  Friday. 

Mr.  Treadway.  That  is  fair. 

The  Chairman.  Right  on  that,  suppose  these  two  witnesses  should 
both  come  tomorrow.  Would  it  be  satisfactory  to  close  tomorrow? 
Anyhow,  we  will  close  Friday. 

" Mr.  Treadway.  That  is  fair. 

The  Chairman.  The  committee  will  recess  at  this  time  until 
tomorrow  morning  at  10  o’clock. 

(Whereupon,  at  1:05  p.  m.,  a recess  was  taken  until  10  o’clock 
tomorrow  morning,  Thursday,  Feb.  7,  1935.) 
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